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Farmers*  Cooperative  Corporations 
in  Pennsylvania 

By  H.  Andrew  Haneniann,* 
Market  Analyst,  Bureau  of  Markets 

During  the  last  decade,  incorporated  agricultural  cooperative  as- 
sociations have  shown  a  steady  growth  in  the  volume  of  business  done 
for  Pennsylvania  farmers  and  have  become  factors  of  increasing  im- 
portance in  the  marketing  of  farm  products  and  the  purchasing  of 
farm  supplies.  In  1925,  the  first  year  for  which  complete  figures  are 
available,  such  organizations  marketed  $26,359,870  worth  of  farm 
products  or  9.5  per  cent  of  the  total  farm  products  sold  by  Pennsyl- 
vania farmers,  as  shown  by  farmers'  cash  income,  and  they  purchased 
$4,553,744  worth  of  farm  supplies.  In  1930,  the  sales  of  farm  prod- 
ucts by  cooperative  marketing  associations  increased  to  $44,483,817  or 
17.1  per  cent  of  the  total  value  of  farm  products  marketed  by  Pennsyl- 
vania producers,  and  the  purchases  of  farm  supplies  by  cooperatives 
totalled  $9,497,427. 

Within  the  six  years  from  1925  to  1930  inclusive,  the  volume  of 
farm  products  handled  by  or  through  cooperatives,  for  producers  of 
this  state,  has  increased  80  per  cent  and  the  volume  of  supplies  pur- 
chased by  farmers'  cooperative  associations  has  more  than  doubled. 
In  1930,  30.5  per  cent  of  all  milk,  65.0  per  cent  of  all  mushrooms  and 
15.0  per  cent  of  all  fruits  produced  in  Pennsylvania  were  sold  by  co- 
operative marketing  associations  but  in  1925  only  21.8  per  cent  of  all 
milk,  10.1  per  cent  of  all  fruits  and  no  mushrooms  were  sold  by  such 
organizations.  Since  the  total  crop  production  figures  reported  by  the 
Federal-State  Crop  Reporting  Service  include  the  quantities  consumed 
on  farms  in  addition  to  that  which  is  produced  for  market,  the  actual 
percentages  of  the  marketable  parts  of  the  above  commodities  handled 
by  cooperative  associations  was  considerably  larger  than  these  figures 
indicate. 

Nothing  can  illustrate  in  a  better  way  the  growth  of  agricultural 
cooperative  associations  in  this  state  than  the  actual  sales  reports  of 
these  organizations.  A  compilation  of  such  reports,  which  covers  all 
incorporated  associations  that  market  farm  products  or  purchase  sup- 
plies for  Pennsylvania  producers,  has  been  made  by  the  Bureau  of 
Markets  annually  since  1925  and  this  summary,  given  in  the  following 

*  Grateful  acknowledgment  is  due  .John  M.  Wright,  Assistant  Attorney,  and  L.  S,  Hulbert, 
Chief  Attorne.v,  Federal  Farm  Board,  Washington,  D.  C. ,  and  Herbert  A.  Schaffner,  Legislative 
Reference  Bureau,  Harrisburg,  Pa.,  for  their  valued  aid  and  suggestions  in  preparing  the  legal 
forms  contained  in  the  Appendix. 
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table  shows  the  progress  that  cooperative  buying  and  selling  has  made 
among  our  farmers.         ^  ^        ,  .  v  ,  ; 


Value  of  Commodities  Handled  by  Cooperatives 


Commodity 

1930 

1929 

1928 

1927 

1926 

1925 

Milk  &  Milk  Products 

Fruits   &  Vegetab'es   

Livestock  (Dairy  Cattle)  _ 

Wool     

Eggs   

$40,041,223 
3,279,515 
203,058 
60,019 

$42,137,670 
3,277,551 
260,029 
50,283 

$.37,817,795 
2,670,372 
156,325 
63,655 
10,000 
8,155,838 

$38,758,145 
1,139,599 
133,900 
58,256 
98,000 

$28,545,342 
1,016,124 
134,412 
73,8:^2 
96,000 

$25,083,453 
1,105,824 
51,500 
79,183 
89,910 
4,553,744 

Farm  Supplies   

Total   

9,497,427 

8,802,142 

7,576,929  |  5,311,299 

$53,981,244 

$54,527,675 

$48,873,985 

1 

$47,764,108  $35,177,000 

$30,913,614 

Not  only  has  the  volume  of  business  increased  but  the  number  of 
farmers  participating  in  cooperative  associations  has  also  grown.  At 
the  close  of  1930,  49,163  Pennsylvania  farmers  were  members  of  the 
various  buying  and  selling  organizations  operating  in  this  state,  as 
compared  with  41,160  at  the  end  of  1925,  an  increase  of  19.4  per  cent. 
The  number  of  farms  in  Pennsylvania  in  1925,  according  to  the  U.  S. 
Bureau  of  the  Census,  was  200,443  and  in  1930  was  172,046.  As- 
suming that  each  member  of  a  cooperative  association  held  a  member- 
ship in  one  association  only,  20.5  per  cent  of  the  farmers  of  the  State 
were  members  of  cooperatives  in  1925  and  28.6  of  our  producers  were 
"co-op"  members  in  1930. 

Because  of  the  importance  of  agricultural  cooperative  associations 
and  the  large  number  of  farmers  in  Pennsylvania  who  are  interested 
in  them,  this  bulletin  has  been  prepared  by  the  Department  of  Agri- 
culture to  serve  as  a  guide  to  producers  in  organizing,  establishing 
and  financing  their  own  associations.  The  three  statutes  of  Pennsyl- 
vania relating  to  agricultural  cooperative  associations  are  summarized ; 
tlie  procedure  to  follow  for  incorporation  is  outlined ;  methods  of  fi- 
nancing, forms  of  by-laws  and  forms  of  marketing  contracts  are  sug- 
gested;  rights  of  members  are  discussed  and  special  privileges  of  co- 
operative associations  in  reference  to  State  and  Federal  Taxes  and 
Anti-Trust  Laws  are  mentioned  in  the  pamphlet.  It  is  the  hope  of 
the  author  that  this  pamphlet  may  serve  as  a  handbook  on  agricultural 
cooperative  associations  in  Pennsylvania. 

COOPERATIVE  AGRICULTTTEIAL,  ACTS  OF  PENNSYTjVANIA 

Thus  far,  the  General  Assembly  of  Pennsylvania  has  passed  three 
separate  acts  authorizing  the  formation  of  agricultural  cooperative 
associations  and  regulating  their  activities.  The  first  of  these  became 
law  on  June  7,  1887,  and  is  popularly  known  as  the  Cooperative  Act 
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of  1887.  The  second  act,  which  Avas  approved  on  June  12,  1919,  and 
amended  on  May  1,  1929,  is  known  as  the  Cooperative  Act  of  1919. 
The  third  law  was  enacted  in  1929  and  approved  on  April  30th  of  that 
year,  and  is  commonly  referred  to  as  the  Cooperative  Act  of  1929. 
By  means  of  these  three  acts  farmers  of  this  State  can  form  coopera- 
tive marketing  and  purchasing  associations,  "wdth  or  without  capital 
stock,  having  wide  powers  and  many  special  privileges.  Under  the 
Act  of  1887  only  local  and  statewide  organizations  can  be  formed,  but 
under  the  Acts  of  1919  and  1929,  not  only  local  and  statewide  associa- 
tions can  be  formed,  but  regional  and  national  cooperative  associations 
may  operate  in  Pennsylvania,  with  the  full  privileges  of  Pennsylvania 
associations,  by  complying  with  the  legal  requirements  applicable  to 
foreign  corporations  desiring  to  do  business  in  this  State. 

Act  of  June  7,  1887.  The  objects  of  the  Act  of  1887,  the  first  co- 
operative agricultural  act  to  be  enacted,  are  well  stated  in  the  title 
of  this  law:  "An  act  to  encourage  and  authorize  the  formation  of 
cooperative  associations,  productive  and  distributive,  by  farmers,  me- 
chanics, laborers,  or  other  persons."  This  act  permits  any  five  or 
more  farmers,  mechanics,  laborers  or  other  persons  to  associate  them- 
selves together  into  cooperative  associations  for  the  piirpose  of  carry- 
ing on  any  agricultural,  horticultural,  mining,  quarrying,  building, 
mechanical,  manufacturing  or  commercial  activity,  or  for  the  purpose 
of  manufacturing,  cultivating,  raising,  trading  or  dealing  in  all  kinds 
of  goods,  wares,  merchandise,  chattels,  grain,  vegetables,  roots,  fruits 
and  other  produce,  or  animals  for  sale,  food  or  other  purposes,  or  the 
purpose  of  buying,  selling,  holding,  leasing  or  improving  lands,  tene- 
ments or  buildings.  The  corporate  name  of  such  association  must  in- 
clude as  the  two  last  words,  the  words  "cooperative  association,"  and 
shall  not  include  either  the  words  "society"  or  "company." 

Under  this  law  the  term  of  existence  of  the  cooperative  association 
is  limited  to  thirty  years,  and  any  existing  Pennsylvania  cooperative 
as.sociation,  whether  incorporated  or  unincorporated,  shall  be  entitled 
to  all  of  its  benefits  by  accepting  the  provisions  of  the  act.  No  mem- 
ber of  a  cooperative  association  formed  under  the  1887  Act  may  own 
more  than  one  thousand  dollars  of  the  capital  stock,  except  consent 
therefor  be  voted  by  the  members,  and  each  member  is  entitled  to  only 
one  vote  and  voting  by  proxy  is  prohibited.  The  act  provides  for  the 
issuance  of  two  classes  of  capital  stock,  one  of  which  is  known  as 
"permanent  stock"  and  is  non-withdrawable  but  may  be  transferred, 
and  the  other,  known  as  "ordinary  stock"  which  may  be  repaid,  trans- 
ferred or  withdrawn  in  accordance  Avith  the  by-laws  of  the  association. 
Each  member  must  take  at  least  one  share  of  permanent  stock,  which 
may  be  paid  for  in  one  sum  or  in  periodical  installments.    The  shares 
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of  either  class  of  stock  may  be  of  amounts  not  less  than  five  dollars 
nor  more  than  twenty-five  dollars.  Minors  may  be  eligible  to  o-wn 
stock  and  to  vote  at  meetings,  but  may  not  hold  any  office. 

Associations  incorporated  under  this  act  may  buy  from,  sell  to  and 
trade  or  deal  with  any  of  its  members  or  other  persons,  partnerships 
or  corporations,  but  all  transactions  shall  be  for  cash,  except  that  such 
associations  may  sell  real  estate  on  such  terms  that  at  least  one-fourth 
of  the  agreed  price  shall  be  paid  in  cash  and  not  more  than  three- 
fourths  of  the  agreed  price,  adequately  secured  by  notes  or  bond  and 
mortgage,  shall  be  payable  by  fixed  and  equal  jjeriodical  installments. 
No  association  may  take  credit  for  more  than  one  week's  wages  and 
salaries  of  its  employes,  nor  create  other  liabilities  for  more  than  three 
hundred  dollars,  unless  api^roved  by  a  vote  of  the  members.  The 
members  are  jointly  and  severally  liable  for  all  debts  for  labor  or  other 
services  of  any  kind  performed  for  the  association  and  for  other  debts 
lawfully  incurred,  each  member  is  liable  to  the  amount  of  his  unpaid 
stock  capital  and  no  more. 

The  management  of  the  business  of  an  association  formed  under 
the  Act  of  1887  is  vested  in  the  board  of  directors,  president  and  secre- 
tary. The  board  of  directors  shall  consist  of  six,  eight  or  ten  directors, 
one-half  of  whom  shall  be  elected  each  January  and  one-half  each 
July,  for  a  period  of  one  j^ear.  The  president  and  secretary  shall  be 
directors  ex-officio,  but  the  treasurer,  who  is  also  elected,  need  not  be 
a  director.  In  addition,  two  auditors  shall  be  elected  each  year.  Each 
association  shall  hold  regular  quarterly  meetings  of  its  members  in  the 
months  of  January,  April,  July  and  October  at  which  general  state- 
ments, balance  sheets  and  reports  on  the  previous  quarter's  business 
shall  be  presented  by  the  board  of  directors. 

Profits  made  by  the  association  shall  be  ascertained  quarterly  and 
applied  as  follows:  (1)  In  the  reduction  of  value  of  the  fixed  stock 
and  plant  at  the  annual  rate  of  10%,  or  more,  on  machinery,  tools 
and  fixtures,  and  of  21/2%,  or  more,  on  buildings;  (2)  In  the  reduction 
of  organization  expenses,  if  any,  at  the  rate  of  not  less  than  5%  per 
year;  (3)  In  providing  for  payment  of  interest  at  the  annual  rate  of 
6%  on  permanent  stock  and  5%  on  ordinary  stock  and  the  reserve 
fund;  (4)  In  forming  a  reserve  fund  for  equalization  of  dividends, 
for  contingencies  and  any  other  purpose  by  applying  such  an  amount 
of  remaining  profits  as  the  board  of  directors  may  determine;  (5)  In 
forming  a  social  fund  to  which  shall  be  credited  not  less  than  2%% 
of  the  net  profits;  and  (6)  Dividing  the  remainder  of  net  profits 
among  employes  according  to  their  wages  earned,  and  among  members 
and  non-members  according  to  the  amount  of  their  purchases  in  cash, 
with  provisions  that  non-members  shall  receive  only  one-half  of  the 
rate  that  members  and  employes  shall  be  entitled  to. 
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The  act  further  provides  that  associations  formed  under  it  shall 
levy  fines  of  not  more  than  five  dollars  for  each  oifense  upon  members 
who  breach  the  by-laws,  that  each  employe  who  handles,  receipts,  pays 
or  uses  money  for  the  association  shall  give  a  good  and  sulificient  surety 
bond,  and  that  part  of  the  stock  capital  or  reserve  ftind  by  a  vote  of  the 
majority  of  membere  may  be  invested  by  the  association  in  the  stock 
capital  of  other  duly  incorporated  cooperative  associations  in  this 
State  or  in  any  other  State  or  country. 

Act  of  June  12,  1919  as  Amended.  The  cooperative  law  of  1919,  as 
amended  in  1929,  provides  for  the  incorporation  and  regulation  of 
cooperative  agricultural  associations  not  having  a  capital  stock  and 
not  conducted  for  profit,  and  defines  agriculture  so  as  to  include  per- 
sons engaged  in  agriculture,  dairying,  livestock  raising,  poultry  rais- 
ing, floriculture,  mushroom  grooving,  beekeeping,  horticulture  and 
other  allied  occupations.  Under  this  act,  any  five  or  more  persons 
engaged  in  agriculture,  at  least  three  of  whom  must  be  residents  of 
this  Commonwealth,  may  form  a  cooperative  agricultural  association 
to  "engage  in  the  buying  and  selling  of  agricultural  products  and 
take  title  to  such  products,  and  may,  as  agents  for  its  members  or  any 
of  them,  perform  for  them  services  connected  AVith  the  production, 
preservation,  drying,  grading,  canning,  storing,  handling,  utilization, 
marketing,  'Or  sale,  of  agricultural  products  produced  by  them;  and 
for  the  agricultural  purposes  of  patrons  and  members,  may  perform 
for  them  services  connected  with  the  purchase  or  hiring  for  or  use 
by  them  of  supplies,  including  livestock,  machinery  and  equipment, 
and  the  hiring  of  labor,  or  any  one  or  more  of  the  kinds  of  service 
herein  specified."  The  name  of  such  an  association  must  include  the 
word  ' '  cooperative. ' ' 

Under  this  law  the  term  of  existence  of  the  cooperative  association 
may  be  perpetual,  the  association  may  borrow  money  to  conduct  its 
operations  and  may  issue  notes,  bonds  and  other  evidences  of  indebted- 
ness therefor,  and  give  security  for  the  payment  thereof.  No  associa- 
tions incorporated  under  this  act  may  have  a  capital  stock  nor  be 
conducted  for  profit,  but  all  associations  may  cooperate  with  any 
other  such  association  or  corporation,  for  the  purpose  of  promoting 
the  objects  for  which  incorporated.  Any  person,  firm,  partnership  or 
corporation  engaged  in  agriculture  may  be  admitted  as  members  in 
this  form  of  cooperative  association  under  terms  and  conditions  pre- 
scribed in  the  by-laws,  which  membership  shall  be  forfeited  when  the 
member  has  ceased  to  be  engaged  in  agriculture.  Every  association 
shall  issue  a  non-transferable  certificate  of  membership  to  each  mem- 
ber, and  each  member  shall  be  entitled  to  one  vote  only  and  no  vote 
by  proxy  shall  be  permitted.    The  association  may  engage  in  the 
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buying  and  selling  of  agricultural  products  or  farm  supplies  for  its 
members  and  for  non-members,  and  may  also  act  as  agent  for  them, 
but  at  least  51  per  cent  of  its  business  must  be  done  with  members. 
It  may  also  purchase  and  hold  stock  of  corporations  engaged  in  the 
buying  or  selling  of  agricultural  products  provided  such  purchase  and 
holding  shall  be  in  keeping  with  the  purposes  for  which  the  associa- 
tion was  formed.  Each  member  of  an  association,  formed  under  this 
act,  shall  be  liable,  jointly,  individually  and  severally,  for  his  per 
capita  share  for  all  work  and  labor  done  to  carry  on  the  operation  of 
the  association,  and  should  any  member's  share  prove  to  be  uncol- 
lectible, the  remaining  members  are  liable  for  an  additional  amount 
not  to  exceed  the  original  liability.  ' '  Work  and  labor ' '  are  defined  by 
the  law  to  mean  obligations  incurred  by  the  association  for  salary  and 
wages  for  actual  labor  and  service  performed  by  individuals. 

Associations  formed  under  this  act  may  make  and  execute  contracts 
with  members  and  non-members  requiring  them  to  buy  all  or  a  specified 
part  of  their  supplies  from,  and  to  sell  all  or  a  specified  part  of  their 
agricultural  products  to  or  through,  the  association,  but  such  contracts 
must  provide  a  reasonable  period  in  each  year  for  the  termination 
thereof  by  either  party.  In  these  contracts  the  same  liability  may  be 
imposed  upon  non-members  as  is  imposed  on  members. 

The  management  of  the  affairs  of  the  association  is  vested  in  the 
board  of  directors,  which  shall  consist  of  not  less  than  five  members 
elected  for  terms  of  from  one  to  three  years.  If  an  association  desires 
to  elect  its  directors  for  terms  of  three  years,  at  the  first  regular  meet- 
ing one-third  of  the  board,  as  nearly  as  possible,  shall  be  elected  for 
one  year,  another  for  two  years  and  the  third  for  three  years.  There- 
after, the  terms  of  directors  elected  shall  be  for  three  years.  The 
board  of  directors  immediately  after  election,  shall  from  their  own 
number  elect  a  president  and  vice-president,  and  appoint  a  secretary 
and  a  treasurer  or  a  secretary-treasurer,  Avho  need  not  be  a  director  or 
a  member.  Vacancies  in  the  board  of  directors  for  unexpired  terms 
shall  be  filled  by  the  remaining  members  of  the  board.  The  board  of 
directors  shall  appoint  a  manager,  install  adequate  account  records 
and  have  an  annual  audit  of  operations  made  by  a  qualified  accountant 
at  the  close  of  the  fiscal  year.  The  board  of  directors  shall  require  the 
treasurer  and  such  other  officers,  agents  and  employes,  as  it  may 
designate,  to  give  an  adequate  bond  to  the  association  and  the  prem- 
ium on  all  such  bonds  shall  be  paid  by  the  association. 

In  order  to  provide  for  the  payment  of  its  necessary  expenses,  and 
for  the  payment  of  principal  or  interest  on  its  indebtedness,  the  as- 
sociation may  create  a  working  fund  or  otherwise,  through  fees,  dues, 
assessments,  charges  or  commissions  for  services.    Such  dues,  fees, 
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assessments,  charges  or  commissions,  shall  be  limited  to  the  amounts 
necessary  to  meet  expenses  already  incurred  or  reasonably  estimated 
as  essential  to  be  incurred  by  the  association  in  conducting  its  opera- 
tions, and  f  or  the  payment  of  principal  or  interest  on  its  indebtedness. 
Whenever  an  association  has  accumulated  funds  in  excess  of  those 
necessary  to  provide  for  the  above,  it  shall  return  such  excess  or  such 
part  thereof  as  may  be  determined  by  the  board  of  directors,  to  or  de- 
duct from  future  fees,  dues,  assessments,  or  charges  of  the  patrons  and 
members  who  contributed  to  such  excess,  in  proportion  to  their  re- 
spective contributions. 

Every  association,  within  three  months  after  the  close  of  its  fiscal 
year,  shall  through  its  secretary  file  one  copy  of  the  report  of  its 
annual  audit  with  the  Secretary  of  Agriculture  of  this  Commonwealth 
and  one  copy  with  the  Dean  of  the  School  of  Agriculture  of  the  Penn- 
sylvania State  College. 

By  means  of  a  two-thirds  vote  of  all  members,  at  any  regular  meet- 
ing or  at  a  special  meeting  called  for  the  purpose,  due  notice  of  the 
time,  place  and  object  having  been  given,  the  articles  of  incorporation 
may  be  amended  or  the  association  may  be  dissolved. 

Act  of.  April  30,  1929.  The  agricultural  cooperative  act  of  1929 
provides  for  the  incorporation  and  regulation  of  cooperative  agri- 
cultural associations  having  capital  stock,  and  defines  agriculture  so 
as  to  include  persons  engaged  in  agriculture,  dairying,  livestock  rais- 
ing, poultry  raising,  floriculture,  mushroom  growing,  beekeeping,  horti- 
culture and  other  allied  occupations.  Under  this  act,  any  number  of 
persons,  not  less  than  five,  engaged  in  agriculture,  and  at  least  three 
of  whom  must  be  citizens  of  this  Commonwealth,  may  form  a  co- 
operative agTicultural  association  for  the  purposes  of  mutual  help,  to 
"engage  in  the  buying  and  selling  of  agricultural  products,  and  take 
title  to  such  products,  and  may,  as  agent  for  its  stockholders  or  any 
of  them,  perform  for  them  services  connected  with  the  production, 
preservation,  drying,  grading,  canning,  storing,  handling,  utilization, 
marketing,  or  sale  of  agricultural  products  produced  by  them ;  and  for 
the  agricultural  purposes  of  such  stockholders,  may  perform  for  them 
services  connected  with  the  purchase  or  hiring  for  or  use  by  them  of 
supplies,  including  livestock,  machinery,  and  equipment,  and  the  hir- 
ing of  labor,  or  any  one  or  more  of  the  kinds  of  service  herein  speci- 
fied." The  name  of  such  an  association  shall  include  the  word  "co- 
operative." 

The  term  of  existence  of  an  association  incorporated  under  this  act 
may  be  perpetual  and  the  association  may  buy  and  sell  agricultural 
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products  and  supplies  for  stockholders  and  other  patrons.    An  as- 
sociation may  make  and  execute  contracts  with  its  stockholders  and 
other  patrons  requiring  them  to  sell  all  or  any  specified  part  of  their 
agricultural  products  to  or  through  the  association,  but  such  contracts 
shall  specify  a  reasonable  period  each  year  during  which  either  party 
may  terminate  the  contract.    Each  association,  under  this  act,  may 
issue  preferred  and  common  stock  and  may  borrow  money  to  conduct 
its  operations,  issuing  bonds,  notes  and  other  evidences  of  indebted- 
ness therefor,  and  give  security  for  the  payment  thereof.    The  pre- 
ferred stock  may  be  sold  to  patrons  or  non-patrons  and  has  no  voting 
privileges,  but  the  common  stock  may  be  sold  only  to  patrons  no  per- 
son shall  become  the  owner  of  more  than  five  per  centum  of  the  out- 
standing common  stock  and  no  common  stock  may  be  transferred  or 
sold  without  the  written  consent  of  the  association.    Common  stock- 
holders are  entitled  to  vote  but  each  common  stockholder  is  entitled 
one  vote  only,  and  no  vote  by  proxy  shall  be  permitted,  except  in  the 
case  of  an  association  with  more  than  five  hundred  common  stock- 
holders which  may  provide  for  voting  by  proxy  in  its  by-laws.  The 
preferred  stock  shall  be  preferred  as  to  assets  and  dividends  and 
entitled  to  a  cumulative  dividend  of  not  greater  than  six  per  centum 
per  annum.    Dividends  on  common  stock  shall  be  paid  only  after 
dividends  are  paid  on  the  preferred  stock,  and  the  required  surplus 
fund  set  aside,  and  shall  be  not  greater  than  six  per  cent  per  annum. 
Each  common  stockholder  shall  be  liable  in  his  individual  capacity 
to  the  amount  of  stock  held  by  him  for  all  work  and  labor  done  to 
carry  on  the  operations  of  the  association.    "Work"  and  "labor"  are 
defined  by  the  law  to  mean  only  such  obligations  incurred  by  the  as- 
sociation for  salary  and  wages  for  actual  labor  and  services  performed 
by  individuals. 

Any  association,  formed  hereunder,  may  cooperate  with  any  other 
such  association  or  corporation  for  the  purpose  of  promoting  the  ob- 
jects for  Avhich  it  was  incorporated.  It  may  also  purchase  and  hold 
stock  of  corporations  engaged  in  buying  or  selling  of  agricultural 
products,  when  such  purchase  and  holding  shall  be  in  keeping  with 
the  purposes  for  which  the  association  was  formed. 

Management  of  the  atfairs  of  the  association  is  vested  in  the  board 
of  directors  which  shall  consist  of  not  less  than  five  common  stock- 
holders. At  the  first  regular  meeting  of  the  association,  one-third  of 
the  board,  or  as  nearly  as  may  be,  shall  be  elected  for  the 
term  of  one  year,  one-third  for  two  years  and  one-third  for  three  years. 
At  regular  meetings  thereafter,  all  directors  shall  be  elected  for  terms 
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of  three  years.  Vacancies  in  the  board  for  unexpired  terms  shall  be 
filled  by  the  board  of  directors.  Immediately  after  their  election  the 
board  of  directors  shall  elect  from  their  number  a  president  and  a. 
vice-president  and  they  shall  appoint  a  secretary  and  a  treasurer  or  a 
secretary-treasurer  who  may  be  a  non-stockholder.  The  board  of  di- 
rectors shall  install  adequate  account  records,  appoint  a  manager  and 
have  an  annual  audit  of  operations  made  by  a  qualified  accountant. 
They  shall  require  the  treasurer,  and  may  require  such  other  officers, 
agents,  and  employes,  as  they  may  designate,  to  give  bond  with  suffi- 
cient surety  for  the  faithful  performance  of  their  duties  as  such,  the 
premium  on  such  bond  to  be  paid  by  the  association. 

After  making  provision  for  the  payment  of  the  dividend  on  the  pre- 
ferred stock  and  before  payment  of  dividends  on  the  common  stock 
or  the  distribution  of  any  patronage  refund,  the  association  shall  set 
aside  ten  per  centum  of  the  total  net  earnings,  annually,  for  a  reserve 
fund,  until  the  reserve  fund  shall  equal  at  least  thirty  per  centum  of 
the  paid  up  capital  stock.  The  remainder  of  the  net  earnings  of  the 
association,  not  required  for  dividends  on  the  common  stock,  may,  in 
the  discretion  oi  the  directors,  be  distributed  as  a  patronge  refund. 
Common  stockholders  shall  be  entitled  to  patronage  refunds  at  double 
the  rate  of  patronage  refunds  to  which  non-stockholders  patrons  shall 
be  entitled.  Patronage  refunds  to  non-stockholders  may  be  credited 
to  their  account  in  the  purchase  of  capital  stock  of  the  association. 

Within  three  months  after  the  expiration  of  the  fiscal  year,  the  sec- 
retary of  each  association  shall  file  one  copy  of  the  report  of  its  annual 
audit  with  the  Secretary  of  Agriculture  of  this  Commonwealth,  and 
one  copy  Avith  the  Dean  of  the  School  of  Agriculture  of  the  Pennsyl- 
vania State  College. 

The  articles  of  association  may  be  amended  by  an  affirmative  vote 
of  tAVo-thirds  of  all  common  stockholders  present  at  any  regular  or 
special  meeting  called  for  the  purpose,  due  notice  of  the  time,  place 
and  object  of  the  meeting  having  been  given.  Any  association  may 
cease  to  do  business  and  be  dissolved  in  the  same  manner  as  corpora- 
tions are  dissolved  under  the  general  corporation  laws  of  the  Common- 
wealth. 

Act  of  1887  Now  Seldom  Used  By  Farmers.  Because  of  the  fact 
that  the  cooperative  agricultural  associations  Acts  of  June  12,  1919 
and  April  30,  1929,  provide  wider  powers  to  and  greater  latitudes  in 
financing  and  operating  such  associations,  than  are  offered  in  the 
Cooperative  Associations  Act  of  June  7,  1887,  the  Act  of  1887  is  now 
principally  used  by  groups  of  consumers  for  the  formation  of  coopera- 
tive buying  associations.    Since  the  passage  of  the  Acts  of  June  12, 
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1919  and  April  30,  1929,  several  agricultural  cooperative  associations 
originally  incorporated  under  the  Act  of  June  7,  1887,  have  sur- 
rendered their  original  charter  and  applied  for  nevr  letters  patent 
under  either  the  Act  of  1919  or  the  Act  of  1929.  For  that  reason,  the 
following  paragraphs  in  this  bulletin  will  be  devoted  exclusively  to 
cooperative  agricultural  corporations  formed  under  the  Acts  of  1919 
and  1929. 

HOW  TO  INCORPORATE  AN  ASSOCIATION 

Charter  Notice.  The  first  step  to  be  taken  by  a  group  of  producers 
(who  must  number  at  least  five)  intending  to  form  a  cooperative 
agricultural  corporation  is  the  advertisement  of  notice  of  the  intention 
to  apply  for  a  charter.  Notice  of  the  intention  to  apply  for  any  such 
charter  shall  be  inserted  in  one  newspaper  of  general  circulation, 
printed  in  the  county  where  the  principal  place  of  business  is  situated, 
for  one  insertion,  setting  forth  briefly  the  character  and  purpose  of 
said  corporation  and  the  kind  of  service  to  be  performed  by  it ;  such 
advertisement  shall  be  published  at  least  three  days  before  the  applica- 
tion is  laid  before  the  Governor.  Suggested  forms  of  charter  notice  for 
applications  under  either  of  the  Acts  of  June  12,  1919,  or  April  30, 
1929,  are  printed  below:  _  • 

CHARTER  NOTICE        :  ■  ! 

(For  Associations  to  be  Incorporated  Under  the  Act  of  1919) 

Notice  is  hereby  given  that  application  will  be  made  to  the  Governor  of 

Pennsylvania  on  ,  by  (Names  of  five 

signers)  under  the  Act  of  Assembly  entitled  "An  Act  to  provide  for  the 
incorporation  and  regulation  of  cooperative  agricultural  associations  not 
having  a  capital  stock  and  not  conducted  for  profit,  and  defining  agri- 
culture so  as  to  include  persons  engaged  in  agriculture,  dairying,  live 
stock  raising,  poultry  raising,  beekeeping,  and  horticulture,"  approved  the 
12th  day  of  June,  A.  D.  1919,  and  the  amendments  thereto,  for  the  charter 
of  an  intended  cooperative  agricultural  association  to  be  known  as  the 
 -Cooperative  Association. 

The  character  and  object  for  which  said  association  is  formed  is  to  en- 
gage in  the  buying  and  selling  of  agricultural  products  and  take  title  to 
such  products:  to  act  as  agent  for  its  members  or  any  of  them,  perform 
for  them  services  connected  with  the  production,  preservation,  drying 
canning  storing,  handling,  utilization,  marketing,  or  sale  of  agricultural 
products  produced  by  them;  and,  for  the  agricultural  purposes  of  such 
members  perform  for  them  services  connected  with  the  purchase  or  hiring 
for  or  use  by  them  of  supplies,  including  live  stock,  machinery,  and  equip- 
ment, and  the  hiring  of  labor  or  any  one  or  more  of  the  kinds  of  such 
service  to  the  extent  authorized  by  the  aforesaid  act. 

Signature:    •  • 
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CHARTER  NOTICE 
(For  Associations  to  be  Incorporated  Under  the  Act  of  1929) 

Notice  is  hereby  given  that  application  will  be  made  to  the  Governor  of 

.  by  (Names  ot  nve 

?gners)Tnderthe  Act  of  Assembly  entitled  "An  Act  to  provide  for  the 
Corporation  and  regulation  of  cooperative  agricultural  ™^tiojis  hav- 
ing capital  stock;  and  defining  agriculture  so  as  to  include  persons  engaged 
in  agriculture,  dairying,   livestock  raising,  poultry 

mushroom  growing,  ITeekeeping,  horticulture,  and  other  allied  occupa 
Uons,"  approved  the  30th  day  of  April,  A.  D.  1929,  for  the  charter  of  an 
intended    cooperative    agricultural    association    to    be    known    as  tne 

 Cooperative  Association. 

The  character  and  object  for  which  said  association  is  formed  is  to  en- 
gage in  the  buying  and  selling  of  agricultural  P^'^^^^ts  and  take  title  t^ 
such  products;  to  act  as  agent  for  its  members  or  any  oi  them  Perform 
for  them  services  connected  with  the  production,  Pref^^ation  drying 
canning,  storing,  handling,  utilization,  marketing  or  sale  of  agricultuiai 
nroducts  produced  by  them;  and,  for  the  agricultural  purposes  of  such 
members  perform  foi  them  services  connected  with  the  purchase  or  hiring 
ToTor  ul'ely  them  of  supplies,  including  live  stock,  ^f^}^J^V^^fJZ^ 
ment,  and  the  hiring  of  labor  or  any  one  or  more  of  the  kinds  of  such 
service  to  the  extent  authorized  by  the  aforesaid  act. 

Signature:   


NotP-  It  Will  not  be  necessary  to  include  the  names  and  signatures  of  five  signers  in  the 
advertisement  if  a  legal  solicitor  is  employed  to  obtain  a  charter  for  the  proposed  association. 

Articles  of  Association.  Within  three  days  after  the  notice  of  inten- 
tion to  apply  for  a  charter  has  appeared  in  the  newspapers,  the  ap- 
plication for  charter  may  be  laid  before  the  Governor.  This  applica- 
tion shall  contain  the  articles  of  association  of  an  intended  association, 
and  must  be  subscribed  by  five  or  more  persons,  three  of  whom  must 
be  citizens  of  this  Commonwealth.  The  articles  of  association  of  an 
intended  association  under  the  Act  of  June  12,  1919,  shall  set  forth: 

1.  The  name  of  the  association,  Which  shall  include  the  word  "co- 
operative. ' ' 

2.  The  class  of  services  to  be  performed  by  the  association,  which 
service  shall  be  one  or  more  of  those  enumerated  in  the  act. 

3.  The  principal  place  where  its  business  is  to  be  transacted,  which 
shall  be  within  this  Commonwealth. 

4.  The  term  for  which  it  is  to  exist. 

5.  The  names  and  post  ofBee  addresses  of  the  subscribers. 

6.  The  number  of  its  directors,  not  less  than  five,  and  the  names 
and  residences  of  those  who  are  chosen  for  directors  for  the  first  year, 
and  the  name  and  residence  of  the  treasurer. 

7.  Any  other  provisions,  not  inconsistent  with  law,  which  the  as- 
sociation may  see  fit  to  adopt,  governing  the  regulation  and  conduct  of 
its  affairs. 
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Substantially  the  same  things  must  be  stated  in  the  articles  of  as- 
sociation of  an  intended  association  under  the  Act  of  April  30,  1929, 
but  in  addition,  since  the  association  has  capital  stock,  the  amount  of 
its  capital  stock  must  also  be  stated.  The  articles  of  association  of  an 
intended  association  under  the  Act  of  April  30,  1929,  shall  set  forth: 

1.  The  name  of  the  association,  which  shall  include  the  word  "co- 
operative. "  . 

2.  The  class  of  services  to  be  performed  by  the  association,  which 
services  shall  be  one  or  more  of  those  enumerated  in  the  act. 

3.  The  principal  place  where  its  business  is  to  be  transacted,  which 
shall  be  Within  this  Commonwealth. 

4.  The  term  for  which  it  is  to  exist. 

5.  The  amount  of  its  capital  stock,  and  the  number  and  par  value 
of  shares  into  which  it  is  divided,  the  names  and  post  office  addresses 
of  the  subscribers,  the  number  of  shares  subscribed  by  each,  and  the 
amount  of  capital  actually  paid  into  the  treasury,  which  shall  not  be 
less  than  ten  per  centum  of  the  capital  stock.  - 

6.  The  number  of  its  directors  for  the  first  year,  not  less  than  five, 
the  names  and  residences  of  those  who  are  chosen  for  directors  for  the 
first  year,  and  the  name  and  residence  of  the  treasurer. 

7.  Any  other  provisions,  not  inconsistent  with  law,  which  the  as- 
sociation may  see  fit  to  adopt,  governing  the  regulation  and  conduct 
of  its  affairs. 

The  articles  of  association  shall  be  acknowledged  by  not  less  than 
five  of  the  subscribers  thereto,  before  any  officer  authorized  to  take 
acknowledgments  and  administer  oaths  and  affirmations  in  this.  Com- 
monwealth, and  they  shall  also  make  and  subscribe  an  oath  or  affirma- 
tion before  said  officer  that  the  statements  contained  therein  are  true. 

Said  articles  of  association,  accompanied  with  proof  of  publication 
of  the  notice  of  intention  to  apply  for  a  charter,  shall  then  be  pre- 
sented to  the  Governor  of  this  Commonwealth,  who  shall  examine  the 
same,  and,  if  he  finds  it  in  proper  form  and  within  the  purpose  men- 
tioned in  the  act,  he  shall  indorse  his  approval  thereon,  and  direct 
letters  patent  to  issue  in  form  similar  to  those  issued  to  corporations 
of  the  second  class  in  this  Commonwealth,  which  letters  patent  shall 
incorporate  the  subscribers  and  their  associates  and  successors  into  a 
body  politic  and  corporate,  in  deed  and  in  law,  by  the  name  chosen. 
Said  articles  of  association  shall  be  recorded  in  the  office  of  the  Secre- 
tary of  the  Commonwealth  in  a  book  to  be  by  him  kept  for  the  purpose. 

Forms  for  the  articles  of  association  and  the  proof  of  advertising 
can  be  obtained  from  the  office  of  the  Secretary  of  the  Commonwealth, 
Harrisburg,  Pa.,  by  any  persons  upon  request,  free  of  charge. 

Articles  Must  Be  Filed  With  Recorder  of  Deeds.  The  original 
articles  of  association,  together  with  all  indorsements,  shall  be  recorded 
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in  the  office  of  the  recorder  of  deeds  in  and  for  the  county  where  the 
principal  place  of  biisiness  is  situate.  From  thenceforth  the  sub- 
scribers thereto,  their  associates  and  successors,  sliall  be  a  body  politic  . 
and  corporate  for  the  purposes  and  upon  the  terms  named  in  the  said 
articles  of  association.  Certified  copies  of  the  records  thereof  shall  be 
competent  evidence  for  all  purposes  in  the  courts  of  this  Common- 
wealth. 

Cost  of  Incorporation.  Incorporation  costs  of  new  associations  con- 
sist of  charges  for  advertising  notice  of  intention  to  apply  for  a  charter, 
fees  of  the  Secretary  of  the  Commonwealth,  fees  for  recording  articles 
of  association  in  the  recorder  of  deeds 's  office  and  attorney  fees,  if  an 
attorney  has  been  employed  to  obtain  the  charter.  Advertising  costs 
vary  with  the  size  and  the  paid  circulation  of  the  newspaper,  but  the 
cost  of  advertising  the  charter  notice  in  a  newspaper  for  one  insertion 
will  seldom  exceed  five  dollars.  The  fees  of  the  Secretary  of  the  Com- 
monwealth consist  of  charter  fees  and  a  bonus  upon  capital  stock.  For 
the  charter  of  an  agricultural  cooperative  association  a  fee  of  $30.00 
is  required,  and  in  the  case  of  an  association  having  capital  stock  a 
bonus  of  one-fifth  of  one  per  cent  upon  the  authorized  capital  stock 
is  also  charged.  These  fees  and  the  bonus  must  be  paid  in  full  before 
the  Secretary  of  the  Commonwealth  can  mark,  file  and  record  the 
charter,  or  letters  patent  can  be  issued  by  the  Governor.  Fees  for 
recording  the  articles  of  association  in  the  office  of  the  recorder  of 
deeds  depends  upon  the  length  of  the  articles,  but  these  fees  are  small 
and  amount  to  only  a  few  dollars.  Attorney's  fees  vary  and  depend 
upon  the  attorney  employed.  The  total  cost  of  a  charter  without  at- 
torney's fees,  approximates  $40.00  for  a  non-capital  stock  association 
incorporated  xmder  the  Act  of  June  12,  1919,  and  $90.00  for  a  capital 
stock  association  having  an  authorized  capital  stock  of  $25,000,  in- 
corporated under  the  Act  of  April  30,  1929. 

METHODS  OF  FINANCING  COOPERATn^S 
Associations  Incorporated  Under  the  Act  of  1919 
Through  the  Membership  Certificate.  Since  the  cooperative  agricul- 
tural associations  incorporated  under  the  Act  of  June  12,  1919  are 
not  permitted  to  have  Capital  Stock,  the  necessary  capital  required  for 
operating  such  associations  cannot  be  raised  through  the  sale  of  capital 
stock.  However,  the  act  provides  that  each  association  shall  issue  a 
certificate  of  membership  for  each  member  and  here  is  a  potential 
source  of  capital.  An  association  may  in  its  by-laws  provide  that  each 
member  shall  pay  a  specified  sum  into  the  treasury  for  the  privilege 
of  sliaring  in  the  benefits  of  the  association.  This  sum  may  be  $5, 
$10,  $25,  $50,  $100  or  any  sum  which  the  organizing  members  may 
care  to  fix  and,  in  addition,  annual  membership  dues  may  be  provided 
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for  in  the  by-laws.  The  by-laws  may  or  may  not  provide  for  a  method 
of  computing  the  value  of  a  membership  certificate  upon  the  with- 
drawal or  expulsion  of  a  member,  but  if  no  provision  therefor  is  made 
in  the  by-laws  the  membership  certificate  may  be  worthless  to  the 
holder  as  such  certificates  of  membership  cannot  be  transferred.  There- 
fore, it  is  for  the  best  interest  of  everyone  that  a  provision  be  placed 
in  the  by-laws  for  computation  of  the  value  of  a  membership  certificate 
and  for  payment  thereof  to  a  member  who  withdraws  or  is  expelled 
from  the  association. 

SAMPLE  OF  CERTIFICATE  OF  MEMBERSHIP 


CERTIFICATE  OF  MEMBERSHIP 

No.  

Harrisburg,  Pa.,   193 — - 

This  is  to  Certify  That  — —  • —  ■ — 

of — ■  — ■ —  ,  Pa.,  having  paid  the  membership  fee 

of  ten  dollars  ($10.00)  and  having  agreed  to  comply  with  the  re- 
quirements of  the  by-laws  has  been  accepted  as  a  member  of  this 
association  by  action  of  the  Board  of  Directors.  This  Certificate 
of  Membership  is  not  transferable. 

DAUPHIN  COUNTY  COOPERATIVE  ASSOCIATION 


President  Secretary 


The  membership  certificate  certifies  ownership  in  a  non-stock  co- 
operative association,  is  the  only  instrument  of  such  an  association 
which  is  in  any  way  comparable  to  a  common  stock  certificate  in  a 
stock  company,  is  voided  when  the  member  ceases  to  be  engaged  in 
agriculture  and  can  be  used  as  a  means  of  providing  capital. 

By  Means  of  Notes,  Bonds  and  Other  Evidences  of  Indebtedness. 

Broad  borrowing  powers,  however,  are  provided  in  the  Act  of  1919  for 
associations  formed  under  it  and  such  associations  may  borrow  money 
necessary  to  the  conduct  of  their  operations  and  issue  notes,  bonds, 
and  other  evidences  of  indebtedness  therefor,  and  give  security,  in 
the  form  of  mortgage  or  otherwise,  for  the  payment  thereof. 

The  Membership  Note.  For  the  purpose  of  obtaining  short  term 
funds  for  seasonal  requirements  only,  such  as  the  purchase  of  fer- 
tilizers, baskets,  farm  supplies,  etc.,  the  membership  note  is  widely 
used  by  associations  as  collateral  security  for  their  own  notes.  The 
membership  note  is  a  demand  note  for  a  specified  sum  (usually  $50, 
$100  or  $200)  given  by  the  m_ember  to  his  association  for  the  purpose 
of  providing  security  to  a  bank  for  its  loans  to  the  association  upon 
the  association's  promissory  notes.  It  is  an  accommodation  note  which 
in  no  wise  can  be  considered  as  an  asset  of  the  association  and  can 
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be  used  only  by  the  association  for  providing  security  to  a  party  who 
has  loaned  the  association  money.  Since  the  membership  note  is  a 
note  which  is  payable  on  demand,  it  is  due  within  a  reasonable  time 
after  date,  and  such  notes  given  to  the  association  by  members  should 
be  renewed  once  a  year  to  adequately  secure  persons  or  corporations 
which  loan  money  to  the  association.  Courts  in  several  states  have 
held  that  a  reasonable  time,  within  which  demand  notes  are  due, 
cannot  be  extended  beyond  a  year. 

SAMPLE  OF  MEMBERSHIP  NOTE 


North  East,  Pa.,   19  3 — 

For  Value  Received,  I  promise  to  pay  on  demand  to  the  

 KEYSTONE  CO-OPERATIVE 

GRAPE  ASSOCIATION,  Incorporated,  or  order  the  sum  of  

 Dollars  $  —  payable 

at  


This  Note  is  given  in  accordance 
with  Article  XII  of  the  By-Laws 
of  said  Association.  It  shall  he 
used  as  Collateral  Security  for 
Loans  obtained  for  use  of  the  As- 
sociation and  shall  be  available 
in  .settlement  of  any  liquidated 
Damages  that  may  result  from 
my  failure  to  live  up  to  my  con- 
tract with  the  Association. 


(Seal) 
(Seal) 


The  Certificate  of  Indebtedness.  Associations  which  require  con- 
siderable equipment,  buildings  and  property  for  the  conduct  of  their 
business  find  the  certificate  of  indebtedness  an  important  instrument 
for  financing  their  operations.  A  certificate  of  indebtedness,  as  the 
term  suggests,  is  a  Avritten  acknowledgment  by  the  issuing  association 
that  it  is  indebted  for  the  amount  stated  to  the  person  named  therein. 
The  paper  certifies  to  this  fact.  It  is  written  evidence  that  the  lawful 
holder  of  the  certificate  has  a  claim  against  the  association  issuing 
the  certificate  in  accordance  with  its  terms. 

Certifieates  of  indebtedness  are  generally  used  as  a  link  in  the  re- 
volving fund  plan  of  financing  an  association.  The  plan  is  one  under 
which  the  capital  needed  by  an  a.ssoeiation  is  equalized  and,  to  a  degree 
at  least,  is  shifted  from  year  to  year  so  that  all  members  who  utilize 
the  association  help  to  furnisli  its  capital  in  proportion  to  the  use  they 
make  of  the  association.  The  plan  contemplates  the  redemption  of 
some  certificates  from  time  to  time  and  the  issuance  f)f  other  certifi- 
cates to  the  same  or  to  different  members.  The  certificates  are  written 
evidence  of  loans  which  the  members  of  an  association  have  made 
thereto. 

Generally,  if  not  always,  the  certificates  are  issued  because  of  de- 
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duetions  made  by  the  association  from  the  proceeds  derived  from  the 
sale  of  the  products  of  members.  These  deductions  are  authorized 
by  the  marketing  contract,  or  by  the  by-laws  of  the  association,  or  by 
both.  The  method  by  which  the  association  acquires  the  money  does 
not  cTiange  the  essential  character  of  the  transaction,  Avhich  is  simply 
that  of  a  loan. 

The  terms  of  repayment  of  certificates  vary  with  different  associa- 
tions. Some  associations  attach  coupons  with  different  maturity  dates 
to  their  certificates,  and  by  this  method  the  payment  of  the  certificates 
is  distributed  over  a  term  of  years.  Usually,  the  eertifieates  bear 
interest. 

The  term.s  and  conditions  of  certificates  vary.  Some  certificates 
specifically  state  that  they  are  secondary  to  all  other  debts  of  the 
association  and  that,  in  case  of  liquidation  of  the  association,  debts 
other  than  those  evidenced  by  certificates  of  indebtedness  shall  be 
preferred  and  prior  claims.  In  the  case  of  other  associations,  and 
probably  in  the  case  of  the  great  majority,  the  certificates  of  indebted- 
ness contain  no  provisions  that  make  them  junior  to  other  debts  of 
the  association. 

Certificates  of  indebtedness  are  usually  used  as  a  part  of  a  financing 
plan  which  involves  a  borrowing  and  repaying  process.  That  is,  cer- 
tificates of  indebtedness  are  paid  through  borrowing  for  this  purpose, 
usually  by  the  deduction  plan,  from  the  members. 

Certificates  may  be  issued  by  associations,  with  or  without  fixed 
maturity  dates  and  may  be  made  negotiable,  semi-negotiable  or  non- 
negotiable.  However,  most  associations  issue  their  certificates  so  they 
have  a  fixed  maturity  date  and  associations  M'hich  issue  certificates 
of  indebtedness  not  having  a  fixed  maturity  date  usually  do  so  with 
the  understanding  that  the  eertifieates  are  to  be  paid  in  the  order 
in  which  issued,  as  funds  are  available  for  this  purpose.  A  negotiable 
certificate  of  indebtedness  is  one  which  states  on  its  face  that  the 
a.ssociation  is  indebted  to  and  will  pay  to  "the  bearer"  the  face  value 
of  the  certificate.  A  semi-negotiable  certificate  certifies  that  the  asso- 
ciation is  indebted  to  "John  Doe"  for  a  certain  sum  indicated  on  the 
certificate  but  contains  no  prohibition  thereon  that  "John  Doe"  may 
not  transfer  his  certificates  to  another  person.  A  non-negotiable  cer- 
tificate of  indebtedness  states  on  its  face  that  the  association  is  indebted 
to  "William  Roe"  for  the  sum  indicated  thereon  and  that  transfer  of 
ownership  of  the  certificate  to  another  person  is  prohibited  and  that 
the  association  upon  demand  will  redeem  the  certificate  at  not  less  than 
its  face  value  and  accrued  interest.  The  most  satisfactory  way  for 
issuing  certificates  of  indebtedness  as  exemplified  by  practices  of  many 
large  cooperative  associations  appears  to  be  to  make  these  instruments 
partly  negotiable  and  to  have  a  fixed  maturity  date  thereon. 
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SAMPLE  OF  NEGOTIABLE  CERTIFICATE  OF  INDEBTEDNESS 

DAIRYIVIEN'S  LEAGUE  COOPERATIVE  ASSOCIATION,  INC. 
Six  Per  Cent  Certificate  of  Indebtedness 
  Series  DD — Due  May  1,  1937  ^  

FOR  VALUE  RECEIVED,  DIARYMEN'S  LEAGUE  COOPERATIVE  AS- 
SOCIATION, INC.,  promises  to  pay  to  bearer  hereof,  or  in  case  this  Certifi- 
cate be  registered,  to  the  registered  holder,  at  the   — 

or  at  the  office  of  Dairymen's  League  Cooperative  Association,  Inc.,  in  the 

City  of  New  Yorl?,  on  the  first  day  of  May  193  7,  the  sum  of  

 Dollars,  and  to  pay  interest  thereon  from 

April  1,  1930,  until  such  principal  sum  shall  become  due  at  the  rate  of 
6%  per  annum  payable  annually  at  the  said  bank,  or  at  said  office,  on 
the  first  day  of  May  in  each  year,  but  only  upon  presentation  and  sur- 
render of  the  annexed  coupons  therefor,  as  they  severally  become  due. 

This  certificate  of  indebtedness  is  issued  on  account  of  moneys  loaned 
to  said  association  through  deductions  made  from  month  to  month  dur- 
ing the  fiscal  year,  according  to  the  terms  of  the  contract  between  said 

association  and  and  the 

payment  of  the  principal  and  interest  of  this  certificate  shall  be  subordi- 
nated and  deferred  upon  any  dissolution  or  liquidation  of  said  associa- 
tion or  any  other  mashalling  of  its  assets  and  liabilities,  to  the  payment 
of  all  debts  of  said  association  (other  than  such  as  are  represented  by 
certificates  of  indebtedness  containing  a  similar  provision),  so  that  upon 
any  such  dissolution,  liquidation,  or  marshalling  all  such  debts  shall  be 
paid  in  full  before  any  distribution  of  the  assets  of  the  said  association 
shall  be  made  on  account  of  the  principal  or  interest  of  the  indebtedness 
evidenced  by  this  certificate  and  the  coupons  annexed  thereto;  provided, 
however,  that  the  association  may  at  its  option  at  any  time  or  times  retire 
this  and  any  similar  certificates  of  indebtedness  outstanding  whether 
by  payment  at  maturity  or  upon  call  or  by  purchase  before  maturity,  upon 
condition  however,  that  the  amount  of  certificates  so  retired  before  ma- 
turity shall  not  (except  by  consent  of  all  creditors,  other  than  certificate 
holders),  exceed  in  any  one  fiscal  year,  one-fifth  of  the  aggregate  princi- 
pal amount  of  all  such  certificates  then  outstanding.  No  oflScer  or  mem- 
ber of  the  undersigned  corporation  shall  be  personally  liable  as  principal 
or  otherwise  in  respect  to  this  certificate  or  the  coupons  pertaining  thereto, 
but  the  same  shall  be  payable  solely  out  of  the  assets  of  said  corporation. 

The  association  may  at  its  option  call  this  certificate  for  payment  at 
par  and  accrued  interest  on  any  interest  date  by  giving  notice  thereof 
by  publication  in  the  Dairymen's  League  News,  not  less  than  30  days 
before  such  interest  date,  and  by  mail  to  registered  holders,  interest 
thereon  to  cease  upon  the  date  of  payment  mentioned  in  such  notice. 

This  certificate  shall  pass  by  delivery  unless  registered  in  the  owner's 
name  upon  the  certificate  transfer  books  of  the  association,  such  registra- 
tion being  entered  on  the  certificate  by  the  Certificate  Registrar  of  the 
association.  After  such  registration  no  transfer  of  this  certificate  shall 
be  valid  unless  made  on  the  said  books  by  the  registered  owner  or  his 
attorney,  and  similarly  entered  on  the  certificate,  but  the  same  may  be 
discharged  from  registration  by  being  transferred  by  proper  written  as- 
signment to  bearer,  after  which  transferability  by  delivery  shall  be 
restored  and  it  shall  continue  subject  to  successive  registrations  and 
transfers  to  bearer  as  before.  Such  registration,  however,  shall  not  af- 
fect the  negotiability  of  the  coupons,  but  the  same  shall  continue  to  be 
transferable  by  delivery  notwithstanding  registration. 

IN  WITNESS  WHEREOF,  the  Dairymen's  League  Cooperative  Associa- 
tion, Inc.,  has  caused  its  corporate  seal  to  be  imprinted  hereon,  and  this 
certificate  to  be  executed  in  its  corporate  name  by  the  facsimile  signatures 
of  'its  President  and  its  Treasurer,  and  the  coupons  thereto  annexed  to  be 
executed  in  its  behalf  by  the  facsimile  signatures  of  its  President  and  its 
Treasurer,  this  first  day  of  April,  1930. 

Dairymen's  League  Cooperative  Association,  Inc. 

Corporate  President 

Seal   Treasurer 
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SAMPLE  OF  SEMI-NEGOTIABLE  CERTIFICATE  OF 
INDEBTEDNESS 


$100.00 


Certificate  of  Indebtedness 


No.  1001 


Blair  County 


Cooperative  Agricultural  Association 
Altoona,  Pennsylvania 


Altoona,  Pa., 
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This  Certifie.s  That,  Blair  County  Cooperative  Agricultural  As- 
sociation chartered  under  the  Act  of  June  12,  1919,  is  indebted  to 

 ^^in  the  sum  of  $100.00,  payable  the 

 day  of  19  ,  and  bearing 

interest  at  the  rate  of  6%  per  annum  from  the  date  thereof.  The 
option  is  expressly  reserved  to  the  Blair  County  Cooperative  Agri- 
cultural Ass'n  to  redeem  this  Certificate  of  Indebtedness,  at  any 
time,  at  its  option,  upon  paying  face  or  principal  sum  hereof,  to- 
gether with  all  interest  accrued  thereon.  If  the  holder  hereof, 
for  good  and  valid  reasons,  desires  to  sell  this  Certificate  of  In- 
debtedness, he  shall  first  offer  it  to  the  association  for  purchase 
and  the  association  shall  either  purchase  the  certificate  at  face 
value  or  authorize  the  holder  to  transfer  ownership  hereof  to  an- 
other party,  provided  that  such  party  shall  be  subject  to  the  ap- 
proval of  the  Board  of  Directors. 


Bonds.  The  Act  of  1919  specifically  authorizes  cooperative  asso- 
ciations to  issue  bonds  and  borrow  money  through  the  sale  thereof. 
Since  no  limitation  is  made  in  the  Act  upon  the  kinds  of  bonds  which 
may  be  issued  it  follows  that  a  non-stock  agricultural  cooperative 
association  may  issue  any  of  the  various  kinds  of  bonds  used  by  cor- 
poration.s  in  financing  their  business.  It  may  issue  coupon  bonds, 
mortgage  bonds,  first  mortgage  bonds,  sinking-fund  bonds,  equipment 
bonds  and  any  other  form  of  bonds  used  by  commercial  corporations, 
but  among  the  established  cooperatives  of  this  state  the  mortgage 
bond  is  the  only  one  that  has  thus  far  been  issued.  The  mortgage 
bond  is  principally  issued  for  the  purpose  of  acquiring  land  and  build- 
ings by  associations  which  are  unable  to  secure  sufficient  funds  there- 
for through  the  sale  of  certificates  of  indebtedness  to  their  members. 
As  the  name  suggests,  the  mortgage  bond  is  secured  by  a  mortgage 
upon  the  real  estate  and  plant  of  the  association,  which  is  given  to  a 
Trust  Company  that  acts  as  trustee  for  all  the  bondholders.  Interest 
payments  and  payments  upon  the  principal  sum  must  be  made  to  the 
Trust  Company  appointed  as  trustee  and  it  in  turn  distributes  these 
payments  among  the  various  bondholders.  , 


Blair  County  Cooperative  Agricultural  Association 
 ,  (Seal) 


Corporate 


Seal 


President 

 (Seal) 

Secretary-Treasurer 
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Associations  Incorporated  Under  The  Act  of  April  30,  1929. 
Capital  Stock.  The  act  of  1929  authorizes  associations  formed  under 
it  to  issue  two  classes  of  capital  stock,  preferred  stock  and  common 
stock.  Preferred  stock  may  he  sold  to  patrons  or  non-patrons,  shall 
be  non-voting,  shall  be  entitled  to  cumulative  dividends  not  greater 
than  six  per  cent  per  annum  and  shall  be  given  prior  right  over  the 
common  stock  to  share  in  the  assets  of  the  association  upon  liquidation. 
Common  stock  may  be  sold  to  patrons  only,  is  entitled  to  a  dividend 
of  not  more  than  six  per  centum  per  annum  if  earned,  and  is  the 
voting  stock  but  each  common  stockholder  sliall  be  entitled  to  one 
vote  only.  No  person  may  ovm  more  than  five  per  centum  of  the 
outstanding  common  stock  of  the  association  and  the  common  stock  may 
be  transferred  to  another  owner  only  upon  written  consent  of  the 
association.  The  association  shall  have  the  option  to  redeem  common 
stock  at  par  value  and  accrued  dividends,  when  the  owner  thereof  has 
for  a  period  of  twelve  months,  done  no  business  with  the  association. 
Both  preferred  and  common  stock  must  have  a  par  value  and  no  asso- 
ciation may  issue  shares  of  capital  stock  without  par  value. 

Preferred  Stock.  Each  preferred  stock  certificate  should  bear  on 
the  face  statements  of  the  following  nature : 

(1)  "This  certificate  No.  ,  representing  shares  of  pre- 
ferred stock  of  $                     par  value  per  share  numbers  -, 

is  issued  to   —  • 

accepted  bv  him  in  accordance  with  and  subjoct  to  the  conditions  and  re- 
strictions stipulated  in  the  by-laws  and  amendments  to  the  by-laws  of  the 
 cooperative  association  of  .  • 

(2)  "The  preferred  stock  shall  be  entitled  to  a  six  per  cent  cumulative 
dividend  first  payable,  as  and  when  declared,  out  of  any  net  earnings  of 
the  association,  and  upon  any  dissolution  or  distribution  shall  be  first  en- 
titled out  of  any  net  assets  to  redemption  pro  rata  up  to  its  par  value, 
plus  dividends  accrued  and  unpaid.  It  may  be  redeemed  at  par,  plus 
accrued  dividends,  upon  call  of  the  association,  upon  thirty  days'  notice 
to  the  holders  of  record.    It  shall  not  be  entitled  to  vote. 

(3)  "All  transfer  of  preferred  stock  shall  be  made  upon  the  books 
of  the  association  upon  surrender  of  the  certificates  covering  the  same  in 
person  by  the  holder  of  the  shares  or  their  legal  representatives.  No 
transfer  of  stock  shall  be  made  within  ten  days  next  preceding  the  day 
appointed  for  distribution  of  net  earnings." 

Each  certificate  of  stock  shall  bear  the  signature  of  the  president 
and  secretary  and  the  seal  of  the  association.  Each  certificate  shall 
be  numbered  and  issued  in  chronological  order. 

Common  Stock.  Each  common  stock  certificate  shall  bear  the  sig- 
nature of  the  president  and  secretary  and  the  seal  of  the  association. 
Each  certificate  shall  be  numbered  and  issued  in  chronological  order 
and  shall  bear  on  the  face  statements  of  the  following  nature: 
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(1)  "This  certificate  No.  ,  representing   —         shares  of 

common  stock  of  $  par  value  per  share,  numbers  , 

is  issued  to  and  ac- 
cepted by  him  in  accordance  with  and  subject  to  the  conditions  and  re- 
strictions stipulated  in" the  by-laws  and  amendments  to  the  by-laws  of  the 
 cooperative  association  of  ,   ." 

(2)  "Transfer  of  common  shares  shall  be  made  upon  the  books  of  the 
association  only  with  the  written  consent  of  the  board  of  directors  and 
when  the  stockholder  is  free  from  indebtedness  to  the  association." 

(3)  "No  common  stockholder  in  this  association  shall  be  entitled  to 
more  than  one  vote,  nor  hold  common  shares  in  excess  of  five  per  centum 
of  the  outstanding  common  stock.  Every  common  stockholder  upon  unit- 
ing with  this  association  agrees  that  in  case  he  shall  desire  to  dispose 
of  his  shares  of  stock  in  the  assocation,  the  association  shall  have  the 
first  right  to  purchase  the  same  at  their  par  value  and  that  no  offer  of 
assignment  or  sale  shall  be  made  without  the  written  consent  of  the  associa- 
tion. If  the  association  withholds  its  consent  to  such  sale,  then  the  as- 
sociation shall  redeem  such  stock  at  par  value  plus  accrued  dividends. 
The  association  shall  have  an  option  to  redeem  the  common  stock  at  par 
value  plus  accrued  dividends  when  the  owner  thereof  has  for  a  period  of 
12  months  done  no  business  with  the  association." 

(4)  "All  transfers  of  common  stock  shall  be  made  upon  the  books  of 
the  association  upon  surrender  of  the  certificate  covering  the  same  in 
person  by  the  holders  of  the  shares  or  by  their  legal  representatives. 
No  transfer  of  stock  shall  be  made  within  ten  days  next  preceding  the 
day  appointed  for  distribution  of  net  earnings." 

Notes,  Bonds,  Certificates  of  ladebtedness.  Etc.  If  an  association 
cannot  secure  all  the  money  which  it  requires  to  operate  its  business 
through  the  sale  of  capital  stock,  it  is  authorized  under  the  Act  of 
Api'il  30,  1929  to  borrow  money  necessary  to  conduct  its  operations, 
and  to  issue  notes,  bonds,  and  other  evidences  of  indebtedness  there- 
for, and  to  give  security  in  the  form  of  mortgage  or  otherwise  for  the 
payment  thereof.  These  various  forms  of  evidence  of  indebtedness 
were  discussed  in  preceding  pages  and  can  be  used  by  capital  stock 
cooperatives  in  the  same  manner  as  they  are  employed  by  non-stock 
associations. 

MEMBERSHIP  RIGHTS  AND  OBLIGATIONS 

Eligibility  to  Membership.  Only  persons  engaged  in  agriculture, 
dairying,  livestock  raising,  poultry  raising,  mushroom  growing,  bee- 
keeping, horticulture  and  other  allied  occupations  are  eligible  to  mem- 
bership in  cooperative  agricultural  associations  formed  under  either 
the  Act  of  1919  or  the  Act  of  1929.  Such  persons  may  be  admitted 
to  membership  upon  accepting  the  provisions  of  the  by-laws  and  pay- 
ing the  membership  fee  in  a  non-capital  stock  association,  and  upon 
accepting  the  provisions  of  the  by-laws  and  the  purchase  of  at  least 
one  share  of  common  stock  in  a  capital  stock  association.  As  long  as 
the  member  remains  engaged  in  agriculture,  unless  he  be  expelled  from 
the  association  sooner  for  cause,  he  may  retain  his  membership  in  the 
cooperative  corporation,  but  witliin  a  short  time  after  he  has  ceased 
to  be  engaged  in  agriculture,  his  membership,  by  provision  of  the  law, 
must  be  terminated.    In  the  case  of  non-capital  stock  associations 
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formed  under  the  Act  of  1919,  membership  is  terminated  upon  proof 
being  made  to  the  association  that  the  member  haw  ceased  to  be  en- 
gaged in  agriculture;  in  capital  stock  associations  formed  under  the 
Act  of  1929,  membership  ceases  when  the  common  stoclsholder  for  a 
period  of  twelve  months  has  done  no  business  with  the  association. 

TerminatioiL  of  Membership.  A  common  stockholder  or  member 
of  a  capital  stock  association  continues  to  be  a  member  until  a  valid 
transfer,  redemption  or  forfeiture  of  his  stock  is  effected.  He  cannot 
resign  and  if  he  has  executed  a  marketing  contract  with  his  associa- 
tion he  cannot  defeat  this  contract  by  a  transfer  of  his  stock.  Since 
under  our  capital  stock  cooperative  Act  of  1929,  no  transfer  of  com- 
m.on  stock  shall  be  valid  without  the  written  consent  of  the  association, 
the  member  or  common  stockholder  cannot  terminate  his  membership 
without  the  consent  of  the  association.  However,  if  the  association 
withholds  its  consent  to  the  sale  of  common  stock,  then  it  shall  redeem 
such  stock  at  par  value  plus  accrued  dividends.  When  the  member 
or  common  stockholder  for  a  period  of  twelve  months  has  done  no 
business  with  the  association,  the  association  shall  have  an  option  to 
redeem  his  stock  at  par  value  plus  accrued  dividends.  But  the  Act 
of  1929  provides  no  method  of  payment  for  the  stock  of  a  member 
who  is  expelled  from  the  association,  for  cause,  and  provision  therefor 
should  be  made  in  the  by-laws. 

In  a  non-stock  cooperative  association  formed  under  the  Act  of  1919, 
a  person  continues  to  be  a  member  until  he  resigns,  is  expelled  or  his 
membership  is  terminated  by  law  through  ceasing  to  be  engaged  in 
agriculture.  Since  the  Act  of  1919  prescribes  that  the  certificate  of 
membership  shall  not  be  transferable,  the  member  forfeits  all  of  his 
rights  and  interest  in  the  association  (except  as  indicated  by  evidence 
of  indebtedness)  when  he  resigns  or  is  expelled,  for  cause,  unless  the 
by-laws  specifically  provide  otherwise.  Therefore,  it  seems  desirable 
to  include  in  the  by-laws  of  the  association,  a  provision  to  the  effect 
that  when  a  member  Avithdraws  or  is  expelled  from  the  association, 
the  board  of  directors  shall  make  an  equitable  appraisal  of  the  value 
of  his  membership  interest  and  pay  such  value  in  cash  to  the  with- 
drawing or  expelled  member  within  one  year  after  his  membership  is 
terminated. 

Rights  of  Members.  Under  both  of  our  cooperative  agricultural 
associations  Acts  (June  12,  1919  and  April  30,  1929)  each  member 
(or  common  stockholder)  is  entitled  to  one  vote  only,  regardless  of 
the  volume  of  business  which  he  transacts  with  the  association  or  the 
amount  of  capital  which  he  has  invested  in  it.  This  provision  dis- 
tinguishes these  organizations  distinctly  as  membership  corporations 
and  in  a  practical  sense  the  members  of  an  association  are  the  asso- 
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eiation.  Members  have  the  right  (1)  to  choose  and  to  remove  the  di- 
rectors of  an  association;  (2)  to  adopt  or  change  its  by-lava's;  (3)  to 
require  the  officers  and  directors  of  an  association  to  keep  within  the 
law,  the  charter  of  tlie  association,  its  by-laws,  and  marketing  con- 
tracts; (4)  to  hold  the  officers  and  directors  who  fail  to  do  so,  ac- 
countable for  any  losses  suffered  by  the  members  by  reason  of  any  de- 
parture; and  (5)  to  examine  the  books  and  property  of  the  association 
upon  request,  when  made  in  good  faith  and  for  a  proper  purpose. 

Any  member  of  an  association,  whether  formed  with  or  without 
capital  stock,  may  be  expelled  from  the  association  for  cause,  such  as, 
flagrant  violation  of  the  provisions  of  the  by-laws  or  marketing  con- 
tract, for  libelous  statement  against  the  association,  etc.  However, 
the  by-laws  should  provide  that  each  member  shall  have  the  oppor- 
tunity for  a  hearing  before  a  regular  meeting  of  the  members  or  the 
board  of  directors  on  the  charges  brought  against  him,  before  such 
expulsion  may  take  effect.  Similarly,  a  member  can  bring  g-rievances 
or  complaint  against  the  association  or  the  board  of  directors  at  any 
regular  meeting  of  the  members. 

Interest  in  Association.  Prior  to  the  dissolution  of  an  association, 
a  member  or  common  stockholder  of  an  association  at  common  law  has 
no  interest  therein  that  he  can  compel  the  association  to  recognize. 
Money  paid  by  members  of  an  association  as  membership  dues,  or  fees, 
or  for  the  purchase  of  stock,  or  money  deducted  by  an  association  in 
pursuance  of  authority  to  do  so  from  the  returns  received  from  the 
sale  of  products  of  members,  for  the  purpose  of  establishing  reserves, 
or  for  the  acquisition  of  buildings,  does  not  constitute  debts  due  by 
the  association  to  the  membei's  unless  the  association  has  previously 
agreed  to  return  or  pay  back  the  amounts  involved.  Therefore,  at 
common  law,  a  producer  who  ceases  to  be  a  member  or  stockholder  of 
an  association  has  no  financial  claims  against  the  association  other  than 
those  supported  by  the  association's  evidences  of  indebtedness. 

If  a  member  resigns  or  is  expelled  from  a  non-stock  association, 
formed  under  the  Act  of  1919,  he  is  entitled  to  receive  nothing  there- 
from because  of  this  fact  and  he  loses  his  interest  in  the  corporation 
and  in  turn  is  free  from  any  further  liability.  A  common  stockholder 
of  an  association  formed  under  the  Act  of  1929  must  find  a  purchaser 
for  his  stock  in  order  to  resign  from  the  association  and  such  a  pur- 
chase must  be  approved  in  writing  by  the  association  before  the  stock 
transfer  can  be  validly  made.  The  price  which  the  resigning  stock- 
holder receives  for  his  shares  may  be  only  a  small  part  of  their  actual 
value.  However,  the  stock  is  not  a  direct  obligation  of  the  association 
and  unless  the  association  withholds  its  consent  of  sale,  the  member 
cannot  compel  the  association  to  pay  him  therefor. 
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In  order  to  establish  the  member's  or  common  stockholder's  prop- 
erty interests  in  the  association  upon  his  withdrawal  or  expulsion,  the 
by-laws  should  contain  a  clause  defining  these  interests.  A  statement 
in  the  by-laws  as  follows  would  establish  such  interests  and  be  equitable 
to  all  members :  "In  case  of  the  withdrawal  or  expulsion  of  a  mem- 
ber, the  board  of  directors  shall  equitably  and  conclusively  appraise 
his  property  interests  in  the  association  and  shall  fix  the  amount 
thereof  in  money,  which  shall  be  paid  to  him  within  one  year  after 
such  withdrawal  or  expulsion." 

Liability  of  Members.  Under  our  two  cooperative  agricultui-al  asso- 
ciations Acts,  members  or  common  stockholdei-s  are  liable  for  all  work 
and  labor  done  to  carry  on  the  operation  of  the  association.  "Work" 
and  "labor"  are  defined  as  meaning  only  such  obligations  incurred 
by  the  association  for  salary  and  wages  for  actual  labor  and  service 
performed  by  individuals.  Each  member  of  a  non-stock  association, 
created  under  the  Act  of  1919,  is  liable,  jointly,  individually  and 
severally  for  his  per  capita  share  for  all  work  and  labor  done,  and 
if  any  member's  share  proves  to  be  uncollectible,  the  remaining  mem- 
bers are  individually  liable  for  an  additional  amount  equal  to  the 
original  liability.  Each  common  stockholder  of  a  capital  stock  as- 
sociation, formed  under  the  Act  of  1929,  is  liable  in  his  individual 
capacity  to  the  amount  of  stock  held  by  him  for  all  work  and  labor 
done  for  the  association. 

An  additional  liability  of  the  member  is  the  membership  note,  used 
principally  by  non-stock  associations.  Each  member  is  individually 
liable  for  the  face  value  of  his  membership  note,  if  such  note  is  held 
by  a  third  party  as  collateral  security  for  loans  made  to  the  associa- 
tion. If  the  membership  notes  are  in  the  hands  of  the  association  at 
the  time  of  liquidation,  no  liability  upon  the  part  of  the  member  exists 
therefor,  as  they  are  in  that  ease  purely  accommodation  notes. 

SPECIAL  PKRTXEGES  OF  AGRICULTURAI,  COOPERATIVE 

ASSOCIATIONS 

Until  January  1,  1928,  cooperative  agricultural  associations  incor- 
porated under  the  act  of  June  12,  1919,  were  liable  for  the  payment 
to  the  State  of  the  tax  of  four  mills  on  every  dollar  of  interest  paid 
on  their  indebtedness,  and  also  for  the  payment  of  the  state  capital 
stock  tax  of  five  mills  upon  each  dollar  of  actual  value  of  its  instru- 
ments of  finance  which  were  in  the  nature  of  capital  stock. 

Exempt  From  State  Taxes  on  Corporate  Loans  and  Capital  Stock. 

In  1927,  the  General  Assembly  passed  two  acts  (Numbers  385  and  386), 
which  were  both  approved  on  May  4,  1927,  excepting  cooperative 
agricultural  associations,  not  having  capital  stock  and  not  conducted 
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for  profit,  from  the  payment  of  these  taxes  and  relieving  the  proper 
officers  of  such  associations  from  the  necessity  of  submitting  reports 
for  the  above  taxation  purposes.  The  first  act  (No.  385)  exempted 
*  cooperative  agricultural  associations,  not  having  capital  stock  and  not 
conducted  for  profit,  from  the  payment  of  the  four  mills  tax  upon 
each  dollar  of  interest  paid  on  their  indebtedness,  and  relieved  the 
treasurers  of  such  associations  from  preparing  and  filing  the  corporate 
loans  tax  reports  with  the  Auditor  General.  Act  No.  386,  excepted 
cooperative  agricultural  associations,  not  liaving  capital  stock  and  not 
conducted  for  profit,  from  the  payment  of  the  five  mills  tax  on  capital 
stock,  and  also  relieved  the  responsible  officers  of  the  associations  from 
the  duty  of  preparing  and  filing  the  capital  stock  tax  reports  with  the 
Auditor  General. 

The  cooperative  agricultural  associations  Act  of  April  30,  1929,  pro- 
vides in  Section  20,  which  reads  as  follows,  for  exemption  of  such  as- 
sociations from  such  taxes  :  ' '  No  association  organized  under  the  pro- 
visions of  this  act  shall  be  liable  for  the  payment  of  any  state  tax 
upon  its  capital  stock,  or  upon  any  scrip,  bonds,  certificates,  or  other 
evidences  of  indebtedness  issued  by  such  corporation,  and  all  stocks, 
bonds,  et  cetera,  issued  by  such  association  shall  be  exempt  from  all 
state  taxation ;  and  such  associations  shall  not  be  required  to  file  with 
the  Auditor  General  of  this  Commonwealth  the  reports  relative  to 
such  taxes  as  are  or  may  be  hy  law  required  of  corporations  not  exempt 
from  the  payment  of  such  taxes." 

By  special  legislation,  therefore,  cooperative  agricultural  associations 
not  having  capital  stock,  incorporated  under  the  Act  of  June  12,  1919, 
and  cooperative  agricultural  associations  having  capital  stock,  incor- 
porated under  the  Act  of  April  30,  1929,  are  exempt  from  state  taxes 
on  their  corporate  loans  and  capital  stock,  and  are  not  required  to  file 
customary  reports  for  corporate  loans  and  capital  stock  taxing  pur- 
poses with  the  Auditor  General  of  this  Commonwealth. 

Exemption  From  Federal  Income  Taxes.  If  cooperative  agricul- 
tural associations,  incorporated  under  either  of  our  Pennsylvania  co- 
operative agricultural  corporations  acts,  do  at  least  fifty-one  per  cent 
of  their  total  business  with  members  and  pay  to  non-members  the 
same  patronage  dividends  as  are  paid  to  members,  such  associations 
are  exempt  from  the  payment  of  Federal  Income  taxes  under  the 
provisions  of  Section  103  of  the  United  States  Revenue  Act  of  1928. 
However,  not  more  than  15  per  cent  of  the  value  of  all  purchases 
made  by  an  association,  in  order  to  establish  tax  exemption,  can  be 
made  for  persons  who  are  non-agricultural  producers. 

Associations  having  capital  stock  are  just  as  much  entitled  to  ex- 
emption from  income  taxes  as  are  those  not  having  capital  stock,  pro- 
vided the  dividend  rate  on  the  stock  is  fixed  at  not  to  exceed  8  per 
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centum  per  annum  and  the  voting  stock  is  held  by  producers  and, 
also  provided  that  51  per  cent  of  the  total  business  is  done  with  mem- 
bers (common  stockholders)  and  the  patronage  dividends  paid  to  non- 
members  are  the  same  as  are  paid  to  members.  Under  our  capital 
stock  Act  of  April  30,  1929,  dividends  on  stock  cannot  legally  exceed 
6  per  centum  per  annum  and  tlie  common  or  voting  stock  must  be 
owned  by  producers.  Consequently,  the  statute  meets  the  require- 
ments of  the  Revenue  Act  as  to  earnings  on  stock  and  stock  ownership, 
but  the  other  provisions  of  the  Revenue  Act  as  to  the  amount  of  busi- 
ness done  with  non-members  and  the  patronage  dividends  paid  to  non- 
members  must  be  established  by  the  association's  books,  in  order  to 
obtain  exemption. 

For  this  reason,  each  association  should  promptly  ascertain  its 
status  with  respect  to  liability  for  Federal  income  taxes.  This  should 
be  done  by  applying  to  the  collector  of  internal  revenue  for  the  dis- 
trict in  which  the  association  has  its  principal  office  for  a  form  on 
which  to  make  application  for  exemption.  Obviously,  the  Bureau  of 
Internal  Revenue  must  make  inquiries  for  the  purpose  of  ascertaining 
if  a  given  association  is  in  fact,  entitled  to  exemption.  Some  associa- 
tions have  assumed  that  they  were  exempt  from  liability  for  the  pay- 
ment of  income  taxes  when,  in  fact,  they  were  not  exempt  because 
they  did  not  qualify  for  exemption,  and  several  years  elapsed  before 
they  were  called  upon  and  compelled  to  pay  taxes.  This  has  resulted 
in  hardships  which  could  have  been  avoided  had  the  associations 
promptly  ascertained  their  liability  for  income  taxes. 

The  conditions  which  farmers'  cooperative  associations  must  meet 
to  obtain  exemption  from  Federal  income  taxes  are  outlined  in  Sec- 
tion 103  of  the  U.  S.  Revenue  Act  of  1928  as  follows : 

"The  following  organizations  shall  be  exempt  from  taxation  under  this 
title: 

•        ♦        ♦  • 

"(12)  Farmers',  fruit  growers',  or  like  associations  organized  and 
operated  on  a  cooperative  basis  (a)  for  the  purpose  of  marketing  the 
products  of  members  or  other  producers,  and  turning  back  to  them  the 
proceeds  of  the  sales,  less  the  necessary  marketing  expenses,  on  the  basis 
of  either  the  quantity  or  the  value  of  the  products  furnished  by  them, 
or  (b)  for  the  purpose  of  purchasing  supplies  and  equipment  for  the  use 
of  members  or  other  persons,  and  turning  over  such  supplies  and  equip- 
ment to  them  at  actual  cost,  plus  necessary  expenses.  Exemption  shall 
not  be  denied  any  such  association  because  it  has  a  capital  stock,  it  the 
dividend  rate  of  such  stock  is  fixed  at  not  to  exceed  the  legal  rate  of  in- 
terest in  the  State  of  incorporation  or  8  per  centum  per  annum,  Avhich 
ever  is  greater,  on  the  value  of  the  consideration  for  which  the  stock  was 
■issued,  and  if  substantially  all  such  stock  (other  than  nonvoting  preferred 
stock  the  owners  of  which  are  not  entitled  or  permitted  to  participate, 
directly  or  indirectly  in  the  profits  of  the  association,  upon  dissolution  or 
otherwise  beyond  the  fixed  dividends)  is  owned  by  producers  who  market 
their  products  or  purchase  their  supplies  and  equipment  through  the 
association-  nor  shall  exemption  be  denied  any  such  association  because 
there  is  accumulated  and  maintained  by  it  a  reserve  required  by  State 
law  or  a  reasonable  reserve  for  any  necessary  purpose.     Such  an  as- 
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sociation  may  market  the  products  of  nonmembers  in  an  amount  the 
value  of  which  does  not  exceed  the  value  of  the  products  marketed  for 
members,  and  may  purchase  supplies  and  equipment  for  nonmembers  'in 
an  amount  the  value  of  which  does  not  exceed  the  value  of  the  supplies 
and  equipment  purchased  for  members,  provided  the  value  of  the  pur- 
chases made  for  persons  who  are  neither  members  nor  producers  does  not 
exceed  15  per  centum  of  the  value  of  all  its  purchases. 

"(13)  Corporations  organized  by  an  association  exempt  under  the  pro- 
visions of  paragraph  (12),  or  members  thereof,  for  the  purpose  of 
financing  the  ordinary  crop  operations  of  such  members  or  other  producers, 
and  operated  in  conjunction  with  such  association.  Exemption  shall  not 
be  denied  any  such  corporation  because  it  has  capital  stock,  if  the  divi- 
dend rate  of  such  stock  is  fixed  at  not  to  exceed  the  legal  rate  of  interest 
in  the  State  of  incorporation  or  8  per  centum  per  annum,  whichever  is 
greater  on  the  value  of  the  consideration  for  which  the  stock  was  issued, 
and  if  substantially  all  such  stock  (other  than  non-voting  preferred  stock, 
the  owners  of  which  are  not  entitled  or  permitted  to  participate,  directly 
or  indirectly,  in  the  profits  of  the  corporation,  upon  dissolution  or  other- 
wise, beyond  the  fixed  dividends)  is  owned  by  such  association,  or  mem- 
bers thereof;  nor  shall  exemption  be  denied  any  such  corporation  because 
there  is  accumulated  and  maintained  by  it  a  reserve  required  by  State  law 
or  a  reasonable  reserve  for  any  necessary  purpose." 

Relief  From  U.  S.  Anti-Triist  Laws.  Until  1914,  any  and  all  co- 
operative associations  of  producers  which  marketed  farm  products 
were  subject  and  liable  to  prosecution  under  the  United  States  Anti- 
Trust  Laws,  upon  common  law  principles,  if  their  marketing  contracts 
or  by-laws  stipulated  the  payment  of  liquidated  damages  by  the  mem- 
ber for  the  sale  of  his  products  through  any  agency  other  than  the 
cooperative  association.  In  many  states,  which  had  no  cooperative 
statutes,  the  courts  granted  injunctions  against  cooperative  associa- 
tions and  enjoined  them  from  enforcing  such  contracts  or  by-laws  on 
the  ground  that  the  contracts  or  by-laws  were  in  restraint  of  trade 
because  members  were  not  free  to  deal  with  others.  However,  in 
1914,  agricultural  leaders  induced  the  National  Congress  to  clarify 
the  situation  in  regards  to  the  application  of  the  provisions  of  the 
Sherman  Anti-Trust  Law  to  agricultural  cooperative  associations. 
Section  6  of  the  Clayton  Act,  enacted  in  1914,  definitely  states  that 
agricultural  cooperative  associations  shall  not  "be  held  or  construed 
to  be  illegal  combinations  or  conspiracies  in  restraint  of  trade,  under 
the  Anti-Trust  Laws."  This  section  of  the  Clayton  Act  reads  as 
follows: 

"That  the  labor  of  a  human  being  is  not  a  commodity  or  article  of 
commerce.  Nothing  contained  in  the  antitrust  laws  shall  be  con- 
strued to  forbid  the  existence  and  operation  of  labor,  agricultural, 
or  horticultural  organizations,  instituted  for  purposes  of  mutual  help, 
and  not  having  capital  stock  or  conducted  for  profit,  or  to  forbid  or 
restrain  individual  members  of  such  organizations  from  lawfully  carry- 
ing out  the  legitimate  objects  thereof;  nor  shall  such  organizations, 
or  the  members  thereof,  be  held  or  construed  to  be  illegal  com- 
binations or  conspiracies  in  restraint  of  trade,  under  the  anti-trust 
laws." 

This  section  appears  to  prevent  the  dissolution  of  an  organization 
which  meets  the  conditions  it  prescribes,  namely,  that  it  is  a  "labor, 
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agricultural  or  horticultural  organization;"  that  it  is  "instituted  for 
the  purposes  of  mutual  help  ; ' '  and  does  not  have  ' '  capital  stock ; ' ' 
and  last,  is  not  "conducted  for  profit."  However,  it  does  not  enable 
such  organizations  to  adopt  methods  of  conducting  their  operations 
denied  to  other  lawful  business  organizations.  For  example,  it  has 
been  held  illegal,  by  the  courts,  for  the  members  of  an  agricultural 
association  to  attempt  to  coerce  outsiders  by  a  secondary  boycott. 
Such  associations  are  not  privileged  to  adopt  methods  of  carrying  on 
their  business  which  are  not  permitted  to  other  lawful  associations. 

Section  6  of  the  Clayton  Act  established  that  agricultural  organiza- 
tions instituted  for  mutual  self  help  and  not  having  capital  stock  or 
conducted  for  profit,  are  not  illegal  combinations  or  conspiracies  in 
restraint  of  trade.  But  it  made  no  provisions  for  the  numerous  agri- 
cultural cooperative  associations,  having  capital  stock  and,  therefore, 
not  entitled  to  its  benefits.  For  this  reason  and  for  the  purpose  of 
making  the  status  of  associations  of  producers  under  the  United  States 
anti-trust  laws  more  clear  than  was  done  by  the  Clayton  Act,  the 
Capper-Volstead  Act  was  enacted  by  Congress  and  became  law  on 
February  18,  1922.  This  act  authorizes  associations  of  producers  of 
agricultural  products  and  reads  as  follows : 

"Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled.  That  persons  engaged  in 
the  production  of  agricultural  products  as  farmers,  planters,  ranchmen, 
dairymen,  nut  or  fruit  growers  may  act  together  in  associations,  corporate 
or  otherwise  with  or  without  capital  stock,  in  collectively  processing,  pre- 
paring for  market,  handling  and  marketing  in  interstate  and  foreign  com- 
merce, such  products  of  persons  so  engaged.  Such  associations  may  have 
marketing  agencies  in  common;  and  such  associations  and  their  members 
may  make  the  necessary  contracts  and  agreements  to  effect  such  pur- 
poses: Provided,  however.  That  such  associations  are  operated  for  the 
mutual  benefit  of  the  members  thereof,  as  such  producers,  and  conform 
to  one  or  both  of  the  following  requirements: 

"First.  That  no  member  of  the  association  'is  allowed  more  than  one 
vote  because  of  the  amount  of  stock  or  membership  capital  he  may  own 
therein,  or, 

"Second.    That  the  association  does  not  pay  dividends  on  stock  or  mem- 
bership capital  in  excess  of  8  per  centum  per  annum. 
And  in  any  case  to  the  following: 

"Third.  That  the  association  shall  not  deal  in  the  products  of  non- 
members  to  an  amount  greater  in  value  than  such  as  are  handled  by  it 
for  members. 

"Sec.  2.  That  if  the  Secretary  of  Agriculture  shall  have  reason  to  be- 
lieve that  any  such  association  monopolizes  or  restrains  trade  in  inter- 
state or  foreign  commerce  to  such  an  extent  that  the  price  of  any  agri- 
cultural product  is  unduly  enhanced  by  reason  thereof,  he  shall  serve 
upon  such  association  a  complaint  stating  his  charge  in  that  respect,  to 
which  complaint  shall  be  attached  or  contained  therein,  a  notice  of  hear- 
ing, specifying  a  day  and  place  not  less  than  thirty  days  after  the  service 
thereof,  requiring  the  association  to  show  cause  why  an  order  should 
not  be  made  directing  it  to  cease  and  desist  from  monopolization  or  re- 
straint of  trade.  An  association  so  complained  of  may  at  the  time  and 
place  so  fixed  show  cause  why  such  order  should  not  be  entered.  The 
evidence  given  on  such  a  hearing  shall  be  taken  under  such  rules  and 
regulations  as  the  Secretary  of  Agriculture  may  prescribe,  reduced  to 
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writing,  and  made  a  part  of  the  record  therein.  If  upon  such  hearing 
the  Secretary  of  Agriculture  shall  be  of  the  opinion  that  such  association 
monopolizes  or  restrains  trade  in  interstate  or  foreign  commerce  to  such 
an  extent  that  the  price  of  any  agricultural  product  is  unduly  enhanced 
thereby  he  shall  issue  and  cause  to  be  served  upon  the  association  an 
order  reciting  the  facts  found  by  him,  directing  such  association  to  cease 
and  desist  from  monopolization  or  restraint  of  trade.  On  the  request  ot 
such  association,  or  if  such  association  fails  or  neglects  for  thirty  days 
to  obey  such  order,  the  Secretary  of  Agriculture  shall  file  in  the  district 
court  in  the  judicial  district  in  which  such  association  has  its  principal 
place  of  business  a  certified  copy  of  the  order  and  of  all  the  records- m 
the  proceeding,  together  with  a  petition  asking  that  the  order  be  en- 
forced and  shall  give  notice  to  the  Attorney  General  and  to  said  as- 
sociation of  such  filing.  Such  district  court  shall  thereupon  have  juris- 
diction to  enter  a  decree  affirming,  modifying,  or  setting  aside  said  order, 
or  enter  such  other  decree  as  the  court  may  deem  equitable,  and  may 
make  rules  as  to  pleadings  and  proceedings  to  be  had  In  considering  such 
order.  The  place  of  trial  may,  for  cause  or  by  consent  of  parties,  be 
changed  as  in  other  cases. 

"The  facts  found  by  the  Secretary  of  Agriculture  and  recited  or  set 
forth  in  said  order  shall  be  prima  facie  evidence  of  such  facts,  but  either 
party  may  adduce  additional  evidence.  The  Department  of  Justice  shall 
have  charge  of  the  enforcement  of  such  order.  After  the  order  is  so 
filed  'in  such  district  court  and  while  pending  for  review  therein  the 
court  may  issue  a  temporary  writ  of  injunction  forbidding  such  associa- 
tion from  violating  such  order  or  any  part  thereof.  Court  may,  upon 
conclusion  of  its  hearing,  enforce  its  decree  by  a  permanent  injunction 
or  other  appropriate  remedy.  Service  of  such  complaint  and  of  all  notices 
may  be  made  upon  such  association  by  service  upon  any  officer  or  agent 
thereof  engaged  in  carrying  on  its  business,  or  on  any  attorney  author- 
ized to  appear  in  such  proceeding  for  such  association,  and  such  service 
shall  be  binding  upon  such  association,  the  officers,  and  members  thereof. 

TAXES  FOR  WHICH  COOrERATIVES  ARE  LIABLE 

As  stated  previously,  cooperative  agricultural  associations  incor- 
porated under  either  the  Act  of  1919  or  the  Act  of  1929,  are  exempt 
from  the  State  taxes  on  capital  stock  and  corporate  loans  and  also 
exempt  from  the  Federal  income  tax,  provided  they  are  conducted 
in  the  manner  outlined  in  Section  103  of  the  U.  S.  Revenue  Act  of 
1928.  However,  such  associations  are  liable  for  all  other  taxes  and 
fees  that  ordinary  business  organizations  are  subject  to. 

Property  Taxes.  The  physical  property  of  an  agricultiu-al  coopera- 
tive association,  such  as  buildings,  land,  ofBce  equipment,  trucks,  ma- 
chinery, etc.,  is  subject  to  property  taxes  on  the  same  basis  as  similar 
property  owned  by  others.  In  addition,  the  association  is  liable  for 
property  taxes  on  products  received  from  its  members  provided  that 
it  actually  takes  title  to  such  products  and  is  in  possession  of  them 
at  the  time  the  property  taxes  are  assessed.  If  the  association  acts 
only  as  an  agent  for  its  members  and  does  not  take  title  to  the  prod- 
ucts, it  is  not  liable  for  any  property  tax  on  the  products  of  its  mem- 
bers which  it  may  have  on  hand  when  the  tax  is  assessed.  The  general 
property  tax  in "  Pennsylvania  consists  entirely  of  county,  municipal 
and  school  district  levies  as  there  are  no  state  taxes  on  real  property. 


31 


Mercantile  License  Taxes.  Generally  speaking,  all  agrieuitiii-al  co- 
operative associations  are  subject  to  the  mercantile  license  tax.  This 
is  a  Pennsylvania  State  tax  which  is  assessed  by  a  county  mercantile 
appraiser  or  a  board  of  mercantile  appraisers  (in  the  heavily  popu- 
lated counties)  and  is  collected  by  the  county  treasurer  for  the  Com- 
monwealth. The  mercantile  license  tax  is  imposed  on  venders  or 
dealers  in  goods,  wares  and  merchandise  and  consists  of  three  forms : 
(1)  Wholesale  vender's  tax,  (2)  Retail  vender's  tax,  and  (3)  Ex- 
change broker's  tax.  The  wholesale  vender's  tax  consists  of  three 
dollars  per  year  for  license  plus  one-half  mill  additional  on  each 
dollar  of  gross  business  transacted  annually.  The  retail  vender's  tax 
consists  of  two  dollars  per  year  for  license  plus  one  mill  additional 
on  each  dollar  of  gross  business  transacted  annually.  The  exchange 
broker 's  tax  is  levied  on  each  dealer  or  vender  who  sells  at  an  exchange 
or  board  of  trade  and  amounts  to  25  cents  on  each  thousand  dollars' 
worth  of  goods  so  sold. 

In  a  decision  rendered  by  Judge  P.  J.  Endlich  in  the  Court  of 
Common  Pleas  of  Berks  County  (No.  133  June  Term,  1922)  on  Feb- 
ruary 5,  1923,  in  an  appeal  from  Mercantile  Tax  Assessment  by  Fleet- 
wood Grange,  it  was  held  that  a  Grange  which  purchases  farm  sup- 
plies upon  order  for  its  members,  distributes  these  at  car  door  directly 
to  the  members  without  profit  to  the  grange,  is  not  a  vendor  of  goods, 
wares  and  merchandise  and  is  not  liable  for  the  payment  of  a  mer- 
cantile license  tax  under  the  provisions  of  the  Act  of  May  2,  1899. 
It  would  appear,  therefore,  that  a  cooperative  purchasing  association 
is  exempt  from  mercantile  license  tax  on  goods  which  it  distributes  to 
members  from  car  door,  provided  such  goods  are  distributed  without 
profit  to  the  association.  However,  on  all  farm  supplies  distributed 
from  a  warehouse  or  store,  the  mecantile  license  tax  must  be  paid.  This 
is  the  actual  basis  upon  which  the  mercantile  license  tax  has  been  levied 
against  cooperative  agricultural  purchasing  associations  by  mercan- 
tile appraisers  during  the  last  few  years. 

Upon  the  basis  of  decisions  rendered  by  PeniLsylvania  Courts  in 
reference  to  the  mercantile  license  tax,  it  would  appear  that  a  co- 
operative marketing  association  which  sells  the  farm  products  of  its 
members,  in  its  own  name  and  under  its  exclusive  control,  is  liable 
for  the  payment  of  the  mercantile  license  tax  whether  it  is  merely 
acting  as  agent  for  such  members  or  whether  it  actually  buys  the 
products  from  its  members.  Since  the  vast  majority  of  agricultural 
cooperative  marketing  associations  of  Pennsylvania  market  the  prod- 
ucts of  their  members  in  the  name  of  the  association,  practically  all 
cooperative  marketing  associations  are  liable  for  mercantile  license 
taxes. 
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Motor  Vehicle  Fees  and  Liquid  Fuels  Tax.  Every  cooperative  asso- 
ciation wliieh  owns  passenger  automobiles  or  motor  trucks  must  pay 
the  established  fees  for  registration  thereof.  The  amounts  of  such 
fees  vary  with  the  size  and  type  of  motor  vehicle  but  can  readily  be 
obtained  upon  application  to  the  Bureau  of  Motor  Vehicles,  Depart- 
ment of  Revenue,  Harrisburg,  Pa. 

The  liquid  fuels  tax,  at  the  present  time,  amounts  to  three  cents  per 
gallon  upon  gasoline,  naphtha,  benzol,  benzine  and  alcohol  and  other 
fuels  ordinarily,  practically  and  commercially  usable  in  internal  com- 
bustion engines.  This  tax  is  not  applicable  to  kerosene,  fuel  oil  or 
gas  oil.  The  liquid  fuels  tax  is  payable  by  every  user  of  motor  vehicles 
and  it  is  collected  by  the  wholesale  distributors  of  motor  fuels  for  the 
Commonwealth.  An  agricultural  cooperative  association  which  con- 
templates distributing  liquid  fuels,  at  wholesale,  should  apply  to  the 
Department  of  Revenue,  Harrisburg,  Pa.,  for  a  permit  to  act  as  dis- 
tributor and  also  as  an  agent  of  the  Commonwealth  in  collecting  this 
tax.  ' ' 

Feeding  Stuffs  Manufacturing  Fees.  A  cooperative  association 
which  operates  a  mill  and  mixes  concentrated  feeds  according  to  its 
own  formula  or  brand  must  pay  annually  to  the  Secretary  of  Agri- 
culture a  fee  of  twenty-five  dollars  for  each  formula  or  brand  of  such 
feed  which  it  offers  for  sale,  and  must  register  each  formula  together 
with  name  of  the  brand  and  the  analysis  of  the  feed  with  the  Secre- 
tary of  Agriculture,  Harrisburg,  Pa.  Brands  of  mill  by-products, 
such  as  (1)  pure  wheat  bran,  (2)  pure  wheat  middlings,  (3)  pure 
wheat  mixed  feed,  (4)  pure  rye  bran,  (5)  pure  rye  middlings,  (6) 
pure  rye  mixed  feed,  (7)  pure  buckwheat  bran,  (8)  pure  buckwheat 
middlings,  (9)  pure  buckwheat  feed,  (10)  pure  corn  meal  and  (11) 
pure  corn  and  oats  chop,  can  be  registered  for  the  sum  of  six  dollars 
annually,  each,  provided  they  meet  standards  fixed  by  the  Secretary  of 
Agriculture.  ■  ... 

Fertilizer  Manufacturing  Fees.  Every  cooperative  association  which 
manufacturers  commercial  fertilizers  must  register  each  brand  with 
the  Secretary  of  Agriculture  and  pay  a  minimum  annual  fee  of  fifteen 
dollars  for  each  brand  it  manufactures.  This  minimum  fee  entitles  it 
to  sell  within  this  Commonwealth  a  maximum  of  150  tons  of  each 
brand  annually.  When  annual  sales  exceed  this  amount  the  annual  fee 
for  each  brand  shall  be  as  follows: 

For  151  tons  to  250  tons  sold  in  the  preceding  year  $20.00 
For  251  tons  to  400  tons  sold  in  the  preceding  year  30.00 
For  401  tons  to  500  tons  sold  in  the  preceding  year  40.00 
For  501  tons  or  more  sold  in  the  preceding  year  50.00 
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Lime  Manufacturing  Fees.  Cooperative  assoeiatious  wliicii  manu- 
facture pulverized  limestone,  ground  oyster  shells,  artificial  carbonate 
of  lime,  ground  lime,  spraying  lime,  slacked  lime,  hydrated  lime, 
hydrated  spraying  lime,  marl,  gypsum  or  land-plaster,  must  file  on 
the  first  of  each  year  with  the  Secretary  of  Agriculture  an  affidavit  of 
the  weight  of  each  brand  sold  during  the  previous  year  and  for  each 
brand  shall  pay  an  annual  licen>se  fee  to  the  Secretary  of  Agriculture, 
as  follows:  .  . 

For  1000  tons  or  less  sold    $5.00 

For  1001  tons  to  5000  tons  sold    10.00 

For  5001  tons  or  more  sold    20.00 

Egg  Opening  Fees.  Cooperative  egg  marketing  associations  which 
engage  in  the  business  of  opening  eggs  and  separating  the  egg  content 
from  the  shell  must  obtain  a  license  from  the  Department  of  Agri- 
culture, Harrisburg,  Pa.,  for  which  an  annual  sum  of  fifty  dollars 
($50.00)  must  be  paid  to  the  Commonwealth. 

Cold  Storage  Warehouse  Fees.  A  cooperative  association  which 
intends  to  operate  a  cold  storage  warehouse  must  obtain  a  license 
therefor  from  the  Department  of  Agriculture,  Harrisburg,  Pa.  This 
license  is  good  for  one  year  and  can  be  obtained  only  upon  payment 
of  a  fee  of  fifty  dollars  ($50.00). 

Milk  and  Cream  Handling  Fees.  Milk  and  milk  products  market- 
ing cooperatives  which  operate  creameries,  shipping  stations,  milk 
factories,  cheese  factories,  ice  cream  factories  or  milk  condenseries 
must  obtain  a  permit  from  the  Secretary  of  Agriculture  for  the  opera- 
tion of  each  and  every  such  establishment.  This  permit  shall  be  valid 
for  one  calendar  year  and  shall  be  issued  upon  the  payment  of  a  fee 
of  five  dollars  ($5.00)  to  the  Secretary  of  Agriculture,  Harrisburg,  Pa. 

Tax  on  Net  Earnings.  Since  cooperative  agricultui-al  associations 
incorporated  under  either  the  Act  of  June  12,  1919,  or  April  30,  1929 
are  exempt  from  the  State  tax  on  capital  stock  they  may  be  liable 
under  the  Act  of  June  1,  1889,  P.  L.  420,  for  payment  of  a  tax  upon 
their  net  earnings,  if  there  are  any  net  earnings.  This  tax  amounts  to 
three  per  centum  of  the  corporation's  annual  net  earnings  and  is  pay- 
able to  the  Corporation  Bureau,  Department  of  Revenue,  Harris- 
burg, Pa. 

Perishable  Agricultural  Commodities  Act  Fees.  Cooperative  mar- 
keting associations  handling  fresh  fruits  and  vegetables  in  interstate 
commerce,  in  carloads,  are  required  to  obtain  a  license  from  the 
United  States  Department  of  Agriculture,  AVashington,  D.  C,  for  the 
privilege  of  engaging  in  interstate  commerce  in  fresh  fruits  and  vege- 


tables  either  as  commission  merchant,  dealer  or  broker.  This  license 
can  be  obtained  upon  payment  of  a  fee  of  ten  dollars  ($10.00)  an- 
nually to  the  U.  S.  Secretary  of  Agriculture. 

Other  Taxes  and  Fees.  The  taxes  and  fees  named  above  cover 
nearly  every  phase  of  business  in  Avhich  the  existing  agricultural  co- 
operative associations  of  this  State  are  engaged,  but  they  do  not  include 
the  State  taxes  and  fees  for  every  type  of  business  conducted  within 
this  Commonwealth.  Therefore,  if  any  cooperatives  intend  to  engage 
in  other  fields  of  endeavor  than  those  which  have  been  mentioned 
above,  it  would  be  wise  for  such  organizations  to  make  inqury  at  the 
Department  of  Revenue,  Harrisburg,  Pa.,  to  find  out  whether  any 
special  taxes  or  fees  must  be  paid  for  the  conduct  of  the  type  of  busi- 
ness which  is  contemplated.  With  the  exception  of  the  property  tax, 
all  of  the  taxes  or  fees  mentioned  above  are  State  or  Federal  taxes. 
If  there  are  any  additional  municipal  or  local  taxes,  license  fees,  etc, 
these  can  easily  be  ascertained  from  local  authorities. 


APPENDIX 

The  foregoing  pages  deal  with  the  growth  and  importance  of  agri- 
cultural cooperatives,  summaries  of  the  Pennsylvania  statutes  relating 
to  such  corporations,  steps  to  be  followed  in  incorporating  these  as- 
sociations, methods  of  financing  cooperatives,  the  rights  and  obliga- 
tions of  membership  in  them,  special  privileges  of  such  corporations, 
and  taxes  for  which  cooperatives  are  liable.  Nothing  has  been  said 
concerning  the  management  of  such  associations  nor  of  the  duties  of 
their  officers  and  employees  nor  lias  mention  been  made  of  the  mar- 
keting contract.  Each  of  these  subjects  was  specially  avoided  because 
the  following  pages  deal  with  them  specifically. 

In  the  Appendix  will  be  found  suggested  forms  of  articles  of  as- 
sociation and  by-laws  for  associations  formed  under  either  the  Act  of 
1919  or  the  Act  of  1929.  These  articles  and  by-laws  will  not  be  suit- 
able nor  desirable  for  every  type  of  cooperative  association,  but  they 
have  been  drawn  to  conform  to  Pennsylvania  laws  and  cover  all  the 
general  phases  of  management,  operation  and  finance.  It  is  believed 
that  by  making  changes  and  amendments  wherever  needed  that  the 
suggested  articles  of  association  and  by-laws  can  be  used  by  nearly 
every  type  of  cooperative  association. 

Marketing  contracts  covering  the  two  forms  of  contract  in  common 
use,  namely,  the  agency  contract  and  the  sale  contract,  have  been 
drawn  up  and  are  included  in  the  Appendix.  These  contract  forms 
will  require  modification  and  change  depending  upon  the  requisites  of 
the  commodity  which  the  association  comtemplates  handling,  but  it  is 
hoped  that  they  will  serve  as  a  general  basis  upon  which  specific  con- 
tracts can  be  drawn. 

ARTICLES  OF  ASSOCIATION  FOR  COOPERATIVES  FORMED  UNDER 

ACT  OF  JUNE  12,  1919 

TO  THE  GOVERNOR  OF  THE  COMMONWEALTH  OF  PENNSYLVANIA: 
SIR: 

In  compliance  with  the  requirements  of  an  Act  of  the  General  As- 
sembly of  the  Commonwealth  of  Pennsylvania,  entitled  "An  Act  to  pro- 
vide for  the  incorporation  and  regulation  of  cooperative  agricultural  as- 
sociations not  having  a  capital  stock  and  not  conducted  for  profit,  and  de- 
fining agriculture  so  as  to  iifclude  persons  engaged  in  agriculture,  dairy- 
ing, livestock  raising,  poultry  raising,  beekeeping,  and  horticulture,"  ap- 
proved the  12th  day  of  .Tune,  A.  D.  1919,  and  laws  amendatory  thereof, 
the  undersigned,  three  of  whom  are  citizens  of  Pennsylvania,  having  as- 
sociated themselves  together  for  the  purpose  hereinafter  specified,  and 
desiring  that  they  may  be  incorporated,  and.  that  letters  patent  may  issue 
to  them  and  their  successors  according  to  law,  do  hereby  certify: 

I.  The  name  of  the  proposed  association  is  

II.  The  class  of  service  to  be  performed  by  the  said  association  'is  to 
engage  in  the  buying  and  selling  of  agricultural  products  and  take  title 
to  such  products  and,  as  agent  for  its  members  or  any  of  them,  perform 
for  them  services  connected  with  the  production,  preservation,  drying, 
grading,  canning,  storing,  handling,   utilization,  marketing,  or'  sale,  of 
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agricultural  products  produced  by  them,  and  the  financing  of  any  of  the 
foregoing  activities;  and,  for  the  agricultural  purposes  of  such  members 
and  patrons,  may  perform  for  them  services  connected  with  the  purchase 
or  hiring  for  or  use  by  them  of  supplies,  including  livestock,  machinery, 
and  equipment,  and  the  hiring  of  labor  or  any  one  or  more  of  the  kinds 
of  service  herein  specified.  ^ 

III.  The  place  where  its  business  is  to  be  transacted  is  in   

 -  Pennsylvania. 

IV.  The  term  for  which  said  corporation  is  to  exist  is  perpetually. 

V.  The  names  and  post  office  addresses  of  the  subscribers  are  as  follows: 

Name  Post  Office 


VI.    The  number  of  directors  of  said  association  is  fixed  at   

and  the  names  and  residences  of  the  directors  who  are  chosen  directors 
for  the  first  year  are  as  follows: 

Name  Residence 


The  name  and  residence  of  the  treasurer  chosen  for  the  first  year  is 
as  follows: 

Name  Residence 


VII.  Said  association  shall  not  deal  in  the  products  of  or  purchase  sup- 
plies for  non-members  to  an  amount  greater  in  value  than  such  as  are 
handled  by  it  for  members. 

The  annual  dividends  or  interest  paid  by  said  association  upon  'its 
membership   certificates  or  other  membership   capital  shall  not  exceed 
8  per  centum  per  annum. 
Signatures  of  Subscribers: 


-(Seal)  ^ — (Seal) 

-(Seal)  (Seal) 

-(Seal) 


Commonwealth   of  Pennsylvania    ]  . 

County  of   ■    j  '  '  • 

Before  me  a  in  and  for  the  county  aforesaid,  per- 
sonally came  the  above  named  ,  ,  ,  

who  In  due  form  of  law  acknowledged  the  foregoing  instrument  to  be  their 
act  and  deed  for  the  purposes  therein  specified. 

Witness  my  hand  and  Seal  of  office  the  day  of  A.  D.  19 — 

(Seal)  ___ 

Commonwealth  of  Pennsylvania 
County  of   


ss: 


Personally  appeared  before  me,  this  day  of  A.  D.  IS 


 ,  •  who  being 

duly  sworn  according  to  law.  depose  and  say  that  the  statements  con- 
tained in  the  foregoing  instrument  are  true. 
Sworn  and  subscribed  to  before  me,  the 
day  and  year  aforesaid. 


(Seal) 
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SUGGESTED  FORM  OF  BY-LAWS  FOR  ASSOCIATIONS  FORMED 

UNDER  ACT  OF  1919 

BY-LAWS    OF   THE  COOPERATIVE  ASSOCIATION 

Formed  Under  the  Act  of  June  12,  1919,  P.  L.  466,  and  Laws 
Amendatory  Thereof,  and  Having  Its  Principal  Place  of  Busi- 
ness at  ■ — Pa. 

Article  1 — Pm-poses  and  Powers 

Section  1.  Purposes  and  Powers — The  purposes  for  which  this  as- 
sociation is  formed  and  the  powers  which  it  may  exercise  are  as  set  forth 
in  the  Articles  of  Incorporation  of  the  association. 

Section  2.  Non-Member  Business — This  association  shall  not  deal  in 
the  products  of  or  purchase  supplies  for  non-members  to  an  amount 
greater  in  value  than  such  as  are  handled  by  it  for  members. 

Article  11 — Capital 

Section  1.  Capital — The  capital  of  this  association  shall  consist  of 
permanent  and  emergency  capital  which  shall  be  obtained  through  the 
issuance  of  membership  certificates,  notes,  certificates  of  indebtedness,  and 
bonds,  and  through  accumulation  of  an  undivided  surplus. 

Section  2.  Membership  Certificates — A  membership  fee  of  ten  dollars 
($10.00)  shall  be  paid  by  each  member  upon  admission  to  this  associa- 
tion for  which  the  association  shall  issue  to  him  a  certificate  of  member- 
ship. This  certificate  shall  not  be  transferable,  shall  represent  ownership 
in  the  association,  and  shall  be  cancelled  when  the  member  has  ceased 
to  be  engaged  in  agriculture  or  has  withdrawn  or  been  expelled  from  the 
association.  Within  one  year  after  the  date  of  cancellation  of  a  mem- 
bership certificate,  the  board  of  directors  shall  pay  or  cause  to  be  paid 
to  the  former  member  the  full  value  of  his  interest  in  the  association,  as 
determined  under  Section  4  of  Article  III. 

Section  3.  Notes  and  Membership  Notes — The  board  of  directors  may 
at  any  time  borrow  money  necessary  for  the  conduct  of  its  operations  and 
issue  notes  therefor,  secured  by  membership  notes.  The  membership 
note  shall  consist  of  a  negotiable  promissory  note  payable  on  demand  to 
the  order  of  the  association  for  the  sum  of  $100.00  which  .shall  be 
completed  by  each  member  at  the  time  of  uniting  with  the  association. 
The  membership  note  shall  be  the  property  of  the  association  for  the  ex- 
press purpose  of  being  pledged  by  the  board  of  directors  as  collateral  se- 
curity for  any  loan  that  may  be  necessary  or  proper  in  the  conduct  of  the 
association's  business.  However,  any  member's  note  may  also  be  avail- 
able in  the  settlement  of  any  liquidated  damages  that  may  result  from 
the  failure  of  said  member  to  live  up  to  his  contract  with  the  association. 

Section  4.  Certificates  of  Indebtedness — In  order  to  secure  funds  to 
erect  buildings,  to  purchase  land  and  buildings,  to  secure  necessary  equip- 
ment, to  retire  loans  and  to  provide  necessary  working  capital,  each  mem- 
ber shall  purchase  certificates  of  indebtedness  of  the  association  in  pro- 
portion to  the  amount  of  business  which  he  shall  do  with  the  association, 
as  determined  by  the  board  of  directors.  These  certificates  may  be  paid 
for  in  installments,  shall  be  issued  to  the  member  as  soon  as  they  are 
fully  paid  for,  and  shall  bear  interest  not  to  exceed  6  per  cent  per  annum, 
payable  only  out  of  net  earnings  and  only  at  the  discretion  of  the  board 
of  directors.  Certificates  of  indebtedness  shall  mature  in  five  years  and 
in  order  to  provide  for  such  maturity,  the  board  of  directors  shall  annually 
set  aside  in  a  sinking  fund,  a  sum  equal  to  5  per  centum  of  the  total 
amount  of  certificates  outstanding.  When  the  certificates  of  indebtedness 
mature,  the  association  shall  make  payment  in  cash  therefor  to  members 
who  have  ceased  to  be  engaged  in  agriculture  or  who  have  withdrawn  or 
been  expelled  from  the  association.  Members  who  continue  to  be  actively 
engaged  in  agriculture  at  the  time  the  certificate  mature,  shall  receive^ 
payment  for  their  maturing  certificates  in  new  certificates  Issued  by  the 
association  for  an  additional  term  of  five  years.    Any  member  who  for 
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good  and  valid  reasons  desires  to  sell  his  certificates  of  indebtedness, 
shall  first  offer  them  to  the  association  for  purchase  and  the  association 
shall  either  purchase  such  certificates  at  their  face  value  or  authorize 
the  holder  to  transfer  ownership  thereof  to  another  party,  provided  that 
such  party  shall  he  subject  to  the  approval  of  the  board  of  directors. 

Section  5.  Bonds — In  the  event  that  not  sufficient  funds  to  meet  the 
needs  of  this  association  can  be  obtained  through  the  instruments  pro- 
vided in  Sections  2,  3  and  4  of  this  Article,  the  board  of  directors  is  em- 
powered to  sell  mortgage  bonds  to  non-members  and  to  give  mortgage 
security  therefor. 

Section  6.  Undivided  Surplus — The  undivided  surplus  shall  consist  of 
funds  accumulated  from  earnings,  as  provided  for  in  Section  1  of  Article 
XI  or  otherwise,  for  which  no  evidences  of  indebtedness  exist. 

Article  III — Membership 

Section  1.  Qualiflcations — Any  person,  firm,  partnership,  corporation 
or  association,  including  landlords  and  tenants  in  share  tenancies,  who 
may  be  a  producer  of  any  of  the  farm  products  handled  by  the  association 
in  any  territory  tributary  to  the  shipping  points  of  this  association  may 
become  a  member  of  this  association  by  agreeing  to  comply  with  the  re- 
quirements of  these  by-laws,  by  paying  the  membership  fee,  and  comply- 
ing with  any  other  regulations  or  requirements  fixed  by  the  board  of  di- 
rectors for  admission  to  membership. 

Section  2.  Membership  Certificate  and  Fee — Upon  his  entering  into 
such  an  agreement  and  paying  the  membership  fee,  the  association  shall 
issue  a  certificate  of  membership  to  the  applicant.  Such  certificate  of 
membership  shall  not  be  transferable.  Each  member  shall  pay  in  advance 
to  the  association  at  the  time  of  joining,  a  membership  fee  of  $10.00 
which  sum  shall  be  indicated  on  the  certificate  of  membership. 

Section  3.  Termination  of  Membership — At  the  time  that  the  board 
of  directors  determines  that  a  member  has  ceased  to  be  a  bona  fide  grower 
or  raiser  of  the  products  handled  by  the  association,  his  membership  shall 
be  terminated  and  his  membership  certificate  shall  be  cancelled  in  the 
manner  hereinafter  provided,  Any  member  may,  for  cause,  be  expelled 
from  the  association  at  any  time  by  the  board  of  directors  and  his  mem- 
bership certificate  shall  be  cancelled.  All  right  and  interest  of  the  mem- 
ber in  the  association,  except  as  evidenced  by  his  certificates  of  indebted- 
ness and  as  provided  in  Section  2  of  Article  II,  shall  be  terminated  upon 
cancellation  of  his  membership. 

Section  4.  Interest  of  Members  in  Assets — The  value  of  the  Interest 
of  each  member  in  the  assets  of  this  association  may  be  determined  by  the 
board  of  directors  at  any  given  time,  in  the  following  manner:  If  the 
assets  of  the  association  shall  exceed  the  liabilities  thereof  at  such  time, 
the  member  shall  first  be  credited  with  the  amount  of  his  membership 
fee;  in  addition  thereto,  the  interest  of  such  member  shall  include  such 
part  of  the  excess  of  the  assets  of  the  association  over  the  liabilities  then 
remaining,  as  the  volume  of  business  such  member  has  done  with  the 
association  during  his  membership  shall  bear  to  the  gross  business  done 
with  the  association,  by  members  thereof,  up  to  the  time  of  the  determin- 
ation of  such  interest. 

Section  5.  Restrictions — No  member  of  this  association  shall  be  en- 
titled to  more  than  one  vote  regardless  of  the  amount  of  business  which 
he  transacts  with  the  association. 

Article  IV — ^^leetings 
Section  1.    Fiscal  Year — The  fiscal  year  of  this  association  shall  com- 
mence on  the  first  day  of  and  end  on  . 

Section  2.    Annual  Meetings — The  annual  meeting  of  the  members  of 

this  association  shall  be  held  at  ,   ■ —   on 

-  the  last  in  of  each  year  at  

if  not  a  legal  holiday  but  if  a  legal  holiday,  on  the  next  business  day 
following. 
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Section  3.  Special  Meetings — Special  meetings  of  the  members  of  this 
association  may  be  called  at  any  time  by  order  of  the  board  of  directors 
and  shall  be  called  at  any  time  upon  the  written  request  of  at  least  five 
per  cent  (5%)  of  the  members  provided  that  in  no  case  shall  the  required 
number  of  signatures  to  such  a  request  be  less  than  ten  (10).  The 
request  shall  state  the  time,  place  and  object  of  the  meeting. 

Section  4.  Notice  of  INreetings — Written  or  printed  notice  of  meetings 
for  every  regular  and  special  meeting  of  members  shall  be  prepared  and 
mailed  to  the  last  known  post  office  address  of  each  member  not  less  than 
ten  days  before  such  meeting.  Such  notice  shall  state  the  object  or  ob- 
jects thereof  and  the  time  and  place  of  meeting.  No  business  shall  be 
transacted  at  special  meetings  other  than  that  contained  in  the  call. 

Section  5.  Absent  Members  Voting — Voting  by  proxy  shall  not  be 
permitted. 

Section  6.  Quoinim — One-fourth  of  the  members  in  good  standing 
shall  constitute  a  quorum  for  the  transaction  of  business  at  any  meeting. 

Section  7.  Order  of  Business — The  order  of  business  at  the  annual 
meeting  shall  be: 

(1)  Roll  call 

(2)  Proof  of  due  notice  of  meeting 

(3)  Reading  and  disposal  of  minutes 

(4)  Annual  reports  of  officers  and  committees 

(5)  Election  of  directors 

(6)  Unfinished  business 

(7)  New  business 

(8)  Adjournment 

Article  V — Directors  and  Officers 

Section  1.  Dii-ectors — The  board  of  directors  of  this  association  shall 
consist  of  seven  members,  each  of  whom  shall  be  a  member  of  this  as- 
sociation. At  the  first  election  of  directors  to  succeed  the  incorporating 
directors,  the  members  shall  elect  two  directors  for  one  year,  two  directors 
for  two  years,  and  three  directors  for  three  years,  and  thereafter  each 
director  shall  be  elected  for  three  years.  Directors  shall  hold  office  until 
their  successors  have  been  elected  and  qualified  and  have  entered  upon  the 
discharge  of  their  duties. 

Section  2.  Election  of  Officers — The  board  of  directors  shall  meet 
within  ten  (10)  days  after  the  first  election  and  within  ten  (10)  days 
after  each  annual  election,  and  shall  elect  by  ballot  from  among  them- 
selves a  President,  Vice-President,  Secretary,  and  a  Treasurer  (or  a  Sec- 
retary-Treasurer), each  of  whom  shall  hold  office  until  the  election  and 
qualification  of  his  successor  unless  earlier  removed  by  death,  resignation 
or  for  cause. 

Section  3.  Vacancies — Any  vacancy  in  the  board  of  directors,  other 
than  from  the  expiration  of  a  term  of  ofiice,  shall  be  filled  for  the  unex- 
pired term  by  the  remaining  members  of  the  board. 

Section  4.  Quorum — A  majority  of  the  board  of  directors  shall  con- 
stitute a  quorum  at  any  meeting  of  the  board,  but  no  measure  voted  upon 
by  the  board  of  directors,  shall  be  effective  unless  four  members  of  the 
board  vote  in  favor  thereof. 

Section  5.  Compensation — The  compensation  of  the  directors  and  of- 
ficers may  be  fixed  at  any  annual  or  special  meeting  of  the  members  of  the 
association. 

Section  6.  Removal — Any  director  of  the  association  may  be  removed 
from  office  for  cause,  by  vote  of  not  less  than  two-thirds  of  the  members 
present,  at  any  annual  or  at  any  special  meeting  called  for  the  purpose. 
The  director  shall  be  informed  in  writing  of  the  charges  preferred  against 
him  at  least  ten  (10)  days  before  such  meeting  and  at  such  meeting  shall 
have  an  opportunitv  to  be  heard  in  person,  or  by  counsel,  and  by  witnesses 
in  answer  thereto.  Officers  or  agents  of  the  board  of  directors  may  be 
removed  from  office  or  employment  at  any  time  by  action  of  the  board  of 
directors.      ;  ;  ,■ 
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Article  VI. — Duties  of  Directors 

Section  1.  Management  of  Business — The  board  of  directors  shall  have 
general  supervision  and  control  of  the  business  and  the  affairs  of  the  as- 
sociation and  shall  make  all  necessary  rules  and  regulations  not  incon- 
sistent with  law  or  with  these  by-laws,  for  the  management  of  the  business 
and  the  guidance  of  the  officers,  employees,  and  agents  of  the  association. 
They  shall  have  installed  an  accounting  system  which  shall  be  adequate 
to  the  requirements  of  the  business,  and  it  shall  be  their  duty  to  require 
proper  records  to  be  kept  of  all  business  transactions. 

Section  2.  Employment  of  Manager — The  board  of  directors  shall  have 
power  to  employ  and  to  dismiss  a  business  manager,  and  such  other  em- 
ployees as  may  be  necessary  or  desirable,  and  fix  their  compensation.  The 
business  manager  shall  have  charge  of  the  business  of  the  association 
under  the  direction  of  the  board  of  directors. 

Section  3.  Bonds  and  Insurance — The  board  of  directors  shall  require 
the  manager  and  all  other  officers,  agents,  and  employees  charged  by  the 
association  with  responsibility  for  the  custody  of  any  of  its  funds  or  prop- 
erty to  give  adequate  bonds.  Such  bonds  shall  be  furnished  by  a  responsi- 
ble bonding  company  and  approved  by  the  board  of  directors,  and  the 
cost  thereof  shall  be  paid  by  the  association.  The  board  of  directors  shall 
furthermore  provide  for  the  adequate  insurance  of  the  property  of  the  as- 
sociation, including  farm  products  and  property  of  all  kinds,  regardless 
of  ownership,  which  may  be  in  the  possession  of  the  association,  or  stored 
by  it,  and  in  addition  shall  provide  for  adequate  employers'  liability  in- 
surance for  all  employees. 

Section  4.  Meetings — The  board  of  directors  shall  meet  at  least  once 
every  month  at  the  principal  office  of  the  association  at  a  time  to  be  set 
by  the  board.  Special  meetings  of  the  board  shall  be  held  upon  call  of  the 
President  or  upon  written  request  of  three  members  of  the  board. 

Section  5.  Audits — At  least  once  in  each  year  the  board  of  directors 
shall  secure  the  services  of  a  competent  and  disinterested  public  auditor 
or  accountant,  who  shall  make  a  careful  audit  of  the  books  and  accounts 
of  the  association  and  render  a  report  in  writing  thereon,  which  report 
shall  be  submitted  to  the  members  of  the  association  at  their  annual  meet- 
ing. This  report  shall  include  at  least:  (1)  A  statement  of  services  ren- 
dered by  the  association;  (2)  a  balance  sheet  showing  the  true  assets  and 
liabilities  of  the  association;  (3)  an  operating  statement  for  the  fiscal 
period  under  review  which  shall  show  the  cost  of,  and  income  from  sales 
and  the  gross  income  or  loss  from  each  of  the  commodities  handled  dur- 
ing the  period;  (4)  the  members  admitted  and  withdrawn  and  the  total 
number  of  members;  (5)  an  itemized  statement  of  all  expenses  for  the 
period  under  review;  (6)  a  statement  of  weights  and  quantities  of  com- 
modities received  and  accounted  for,  showing  overages  or  shortages  in 
each  commodity  handled;  and  (7)  a  certified  statement  of  inventories  to 
be  obtained  in  the  manner  and  form  prescribed  in  the  following  section. 

Section  6.  Taking  of  Inventory — The  board  of  directors  each  year 
shall  appoint  a  committee  of  not  less  than  three  of  its  members  whose 
duty  it  shall  be,  with  the  assistance  of  the  manager,  to  take  an  inventory 
of  all  property  of  the  association  within  fifteen  (15)  days  after  the  close 
of  the  fiscal  year.  The  results  of  such  inventory  shall  be  put  into  a 
written  report  properly  itemized  and  sworn  to  as  accurate  and  true  before 
a  notary  public  by  each  member  of  the  committee.  The  original  of  each 
inventory  report  shall  be  promptly  submitted  to  the  Secretary  to  be  a  part 
of  the  permanent  records  of  the  association.  The  information  contained 
in  any  inventory  report  shall  be  available  to  any  auditor,  or  auditors,  en- 
gaged in  auditing  the  business  of  the  association.    .=   ,  ..■  ,  ,  • 

Article  VII — Duties  of  Officers 

Section  1.  Duties  of  President- — The  President  shall  (1)  preside  over 
all  meetings  of  the  association  and  of  the  board  of  directors,  (2)  call 
special  meetings  of  the  association  and  of  the  board  of  directors,  (3)  per- 
form all  acts  and  duties  usually  performed  by  an  executive  and  presiding 
officer,  and  (4)  sign  as  President,  with  the  Treasurer,  all  checks,  notes. 
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deeds  and  other  instruments  on  behalf  of  the  association  and  he  shall 
perform  such  other  duties  as  may  be  prescribed  by  the  board  of  directors. 

Section  2.  Duties  of  Vice-President — In  the  absence  or  disability  of 
the  President,  the  Vice-President  shall  perform  the  duties  of  the  President; 
provided,  however  that  in  case  of  death,  resignation  or  disability  of  the 
President,  the  board  of  directors  may  declare  the  office  vacant  and  elect 
his  successor. 

Section  3.  Duties  of  Secretary — The  Secretary  shall  keep  a  complete 
record  of  all  meetings  of  the  association  and  of  the  board  of  directors  and 
shall  have  general  charge  of  the  books  and  records  of  the  association.  He 
shall  sign  all  certificates  of  indebtedness,  with  the  President,  and  such 
other  papers  pertaining  to  the  association  as  he  may  be  authorized  or 
directed  to  do  by  the  board  of  directors.  He  shall  serve  all  notices  re- 
quired by  law  and  by  these  by-laws  and  shall  make  a  full  report  of  all 
matters  and  business  pertaining  to  his  office  to  the  members  at  the  annual 
meeting.  He  shall  make  out  all  reports  reauired  by  law  and  shall  perform 
such  other  duties  as  may  be  required  from  him  by  the  association  or 
board  of  directors.  Upon  the  election  of  his  successor,  the  Secretary  will 
turn  over  to  him  all  books  and  other  property  belonging  to  the  association 
that  he  may  have  in  his  possession. 

Section  4.  Treasurer — The  Treasurer  shall  have  custody  of  all  money 
belonging  to  the  association  and  shall  keep  a  full  and  complete  record 
of  all  receipts  and  disbursements  thereof,  except  such  receipts  and  dis- 
bursements as  the  Manager  may  make  in  the  conduct  of  the  business  as 
authorized  by  the  board  of  directors.  The  Treasurer  shall  pay  out  no 
money  except  on  the  order  of  the  President  and  Secretary.  He  shall  make 
a  report  of  the  financial  condition  of  the  association  at  its  annual  meeting 
and  at  such  other  times  as  the  board  of  directors  may  require.  Upon  the 
election  of  his  successor,  the  Treasurer  shall  turn  over  to  him  all  money, 
books  and  other  property  belonging  to  the  association  that  he  may  have 
in  his  possession.  The  Treasurer  shall  perform  such  other  duties  as  he 
may  be  authorized  to  perform  by  the  board  of  directors.  The  Treasurer 
shall  be  required  to  execute  a  bond,  to  be  paid  for  by  the  association,  to 
protect  the  association  from  losses  occasioned  by  him.  When  the  volume 
of  business  of  the  association  attains  such  size  that  the  Treasurer  cannot 
perform  the  above  duties  alone,  he  shall  perform  such  functions  with  re- 
gard to  the  funds  and  accounts  of  the  association  as  the  board  of  directors 
may  require. 

Article  VIII — Duties  of  the  Manager 

Section  1.  Duties  of  the  Manager — Under  the  direction  of  the  board 
of  directors,  the  Manager  shall  employ  and  discharge  all  employees, 
agents,  and  laborers.  He  shall  secure  information  as  to  crop  and  market 
conditions  and  furnish  the  same  to  the  members  on  request.  He  shall 
encourage  the  production  of  the  best  varieties  of  products  demanded  by 
the  trade.  He  shall  have  charge  of  the  grading,  packing  and  inspection 
of  all  products  handled  by  the  association  and  shall  have  control  of  the 
brands  and  labels  and  their  use  on  such  products,  in  accordance  with  the 
rules  of  the  association.  Subject  to  the  terms  of  the  contracts  made  by 
the  members  with  the  association  for  the  marketing  of  their  products,  the 
order  of  the  board  of  directors,  and  the  by-laws  and  the  rules  of  the  as- 
sociation, the  Manager  shall  have  entire  charge  of  the  sale  and  marketing 
of  such  products.  The  Manager,  under  the  direction  of  the  board  of 
directors,  shall  also  have  entire  charge  of  the  purchase  and  sale  of  farm 
supplies. 

Article  IX — Duties  and  Rights  of  Members 

Section  1.  Voting — Each  member  of  the  association  shall  have  only 
one  vote. 

Section  2.  Withdrawal — Any  member  may  withdraw  from  this  associa- 
tion at  any  time  between  the  first  day  and  the  fifteenth  day  of  January, 
providing  at  least  3  0  days  written  notice  has  been  given  by  him  to  the 
association  of  his  intention  so  to  do;  but  such  withdrawal  shall  not  affect 
any  right  or  lien  which  the  association  has  against  the  retiring  member 
or  his  property  until  his  indebtedness  to  the  association  is  fully  paid. 
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Section  3.  Grievances — Any  member  having  a  grievance  or  complaint 
against  the  association  may  appeal  to  the  board  of  directors  or  to  the 
members  at  any  regular  meeting.  No  member  shall  be  suspended  or  ex- 
pelled or  deprived  of  the  benefits  of  the  association  without  having  charges 
preferred  against  him,  reasonable  notice  thereof  having  been  given  and  a 
hearing  before  the  board  of  directors  or  before  the  members  at  a  regular 
meeting. 

Section  4.  Delivery  of  Products — No  member  shall  sell  any  product 
which  he  has  contracted  to  sell  through  the  association  to  an  outside  party 
except  products  offered  to  and  rejected  by  the  association. 

Section  5.  Packing  and  Grading — Every  member  shall  pack  and  grade 
his  products  according  to  directions  outlined  by  the  association  and  sub- 
ject to  the  inspection  of  an  association  inspector. 

Section  6.  Marks  and  Labels — Each  member  shall  mark  his  packages 
according  to  the  directions  of  the  association  and  shall  use  only  the  labels 
furnished  by  the  association. 

Article  X — Indebtedness,  Membership  Liability 

Section  1.  Membership  Liability — Each  member  of  this  association 
shall  be  liable  jointly,  individually  and  severally  for  his  per  capita  share 
for  all  v/ork  and  labor  done  to  carry  on  the  operation  of  the  association, 
which  liability  existed  at  the  time  he  became  a  member  or  which  is  created 
during  his  membership.  No  member  shall  be  liable  to  the  association  for 
any  work  or  labor  done  until  all  of  the  property  of  the  association  is  first 
exhausted  to  satisfy  all  claims  for  work  and  labor  done.  "Work"  and 
"labor"  shall  mean  only  such  obligations  incurred  by  the  association  for 
salary  and  wages  for  actual  labor  and  services  performed  by  individuals. 

Section  2.  Liability,  Non-Members — As  a  condition  of  contract  with 
any  non-member  in  buying  supplies  for  him  or  selling  his  farm  products, 
this  association  may  impose  upon  him  any  liability  for  the  contracts,  debts 
and  engagements  of  this  association  which  does  not  exceed  the  liability 
of  a  member.  , 
Article  XI — Distribution  of  Income 

Section  1.  Method  of  Distribution — At  the  end  of  each  fiscal  year,  the 
board  of  directors,  after  paying  the  expenses  of  the  association  for  opera- 
tion and  otherwise  and  after  setting  aside  a  reserve  for  depreciation  in  an 
amount  not  less  than  5%  of  the  original  value  of  all  buildings,  and  10% 
of  the  original  value  of  all  machinery,  office  fixtures  and  equipment,  and 
after  providing  for  payments  on  interest  or  principal  of  long  time  obliga- 
tions or  amortized  debts  of  the  association  incurred  in  the  conduct  of  the 
business,  and  after  having  provided  for  the  purchase  of  necessary  supplies 
and  equipment,  shall  apportion  the  net  income  insofar  as  funds  are  avail- 
able, in  the  following  order  and  manner: 

(1)  By  setting  aside  not  less  than  10%  of  the  earnings  as  a  re- 
serve until  an  amount  of  not  less  than  the  amount  of  cei-tificates  of 
indebtedness  and  other  membership  capital  outstanding  has  accumu- 
.lated  in  said  reserve. 

(2)  By  setting  aside  a  sum  sufficient  to  provide  for  the  payment 
of  interest  on  certificates  of  indebtedness  and  membership  capital 
should  such  interest  be  declared  to  be  payable  by  the  board  of 
directors,  as  provided  in  these  by-laws. 

(3)  By  setting  aside  an  amount  not  less  than  one  nor  more  than 
5%  of  the  net  income  as  a  reserve  to  be  expended  for  furthering  the 
best  practices  of  agricultural  production  and  marketing  and  for  ad- 
vancing the  interest  of  the  association  generally. 

(4)  The  balance  of  such  net  income  shall  be  apportioned  between 
all  patrons  of  the  association  in  accordance  with  the  methods  stip- 
ulated in  the  following  section: 

Section  2.  Patronage  Dividends — Patronage  dividends  shall  be  paid 
in  cash  to  all  patrons  of  the  association,  except  that  in  the  case  of  a  patron 
who  is  eligible  for  membership  in  the  association  and  who  is  not  at  the 
present  time  a  member,  patronage  refunds  shall  be  credited  to  the  ac- 


43 


6ount  of  such  patrons  until  the  account  be  equal  the  book  value  of  a 
certificate  of  indebtedness,  whereupon  the  association  shall  issue  and  de- 
liver to  him  a  certificate  of  indebtedness.  The  amount  of  patronage  divi- 
dends is  to  be  determined  in  the  following  manner: 

(1)  Farm  Products  Rate — The  total  net  income  from  the  sale  of 
farm  products  after  deducting  an  equitable  proportion  of  all  expenses 
and  an  equitable  proportion  of  the  appropriations  provided  for  in 
Section  I,  above,  shall  be  divided  among  the  farm  products  patrons 
upon  the  basis  of  the  dollar  value  of  sales  of  each  kind  of  product 
by  each  patron,  or  in  such  other  equitable  manner  as  may  be  deter- 
mined by  the  board  of  directors. 

(2)  Supply  Rate — The  total  net  income  accruing  from  the  hand- 
ling of  merchandise  and  supplies  and  from  other  miscellaneous 
sources  after  deducting  an  equitable  proportion  of  all  expenses  and 
an  equitable  proportion  of  the  appropriation  provided  for  in  Section 
1,  above,  shall  be  divided  upon  the  basis  of  the  dollar  value  of  sales 
to  each  patron,  or  in  such  an  equitable  manner  as  may  be  determined 
upon  by  the  board  of  directors. 

Section  3.  Application  of  Dividends  to  Indebtedness — Any  part  or  the 
whole  of  the  patronage  refunds  or  interest  on  certificates  apportioned  to 
any  patron  may,  at  the  discretion  of  the  board  of  directors,  be  credited 
to  the  indebtedness,  should  any  exist,  of  the  patron  to  the  association  and 
in  such  case  the  patron  shall  be  notified  in  writing  of  the  amount  so  ap- 
plied. 

Article  XII — Miscellaneous  Provisions 

Section  1.  Credit — The  business  of  this  association  shall  be  conducted, 
so  far  as  possible,  on  a  cash  basis  in  accordance  with  instructions  from  the 
board  of  directors.  At  the  regular  meetings  of  the  board  of  directors  a 
list  of  the  open  book  accounts,  showing  the  amount  and  age  of  each  ac- 
count, shall  be  submitted  by  the  Manager;  these  shall  be  examined  by  the 
board  and  the  Manager  shall  be  instructed  as  to  the  terms  of  further 
extension  of  credit  to  patrons.  All  accounts  due  and  unpaid  shall,  at  the 
end  of  sixty  (60)  days  from  the  date  of  sale,  bear  interest  at  the  current 
bank  rate  and  all  tickets  shall  so  state. 

Section  2.  Purchase  of  Supplies — All  merchandise  purchased  through 
the  association  other  than  that  regularly  carried  in  stock,  shall  be  paid 
for  in  cash  by  the  members  ordering  such  supplies  at  the  time  of  order- 
ing the  same. 

Section  3.  Liquidated  Damages — Any  member  who  fails  to  live  up  to 
his  agreement  or  fails  to  or  refuses  to  deliver  to  the  association  for  sale, 
the  contracted  products,  shall  pay  to  the  association  as  liquidated  dam- 
ages, the  sum  of  c  for  each  bushel  of  not 

delivered  by  him.  This  sum  may  be  deducted  from  any  money  that  is  in 
the  possession  of  the  association  and  which  is  due  the  member.  Any  such 
claims  shall  be  a  lien  upon  the  member's  note  and  upon  his  certificates  of 
indebtedness. 

Section  4.  Accounts — This  association  shall  install  a  standard  system 
of  accounts  and  provide  other  accounting  appurtenances  that  may  be  nec- 
essary to  conduct  the  business  in  a  safe  and  orderly  manner. 

Section  5.  By-Laws  Printed — After  adoption,  these  by-laws  shall  be 
printed  in  pamphlet  form  and  a  copy  thereof  shall  be  delivered  to  each 
member. 

Section  6.  Amendment  of  By-Laws — These  by-laws  may  be  repealed  or 
amended  at  any  regular  meeting  of  the  association  by  a  two-thirds  vote 
of  the  members  present  provided  that  notice  of  such  proposed  repeal  or 
amendment  is  included  in  the  call  for  said  meeting. 

Section  7.  Dissolution — In  the  event  of  the  dissolution  of  this  associa- 
tion, each  member  shall  share  in  the  assets  of  the  association,  remaining 
after  all  liabilities  and  the  costs  of  dissolution  have  been  paid,  in  the 
manner  provided  in  Section  4  of  Article  III,  and  the  value  of  such  share 
shall  be  paid  to  the  member  by  the  liquidating  committee  as  directed  by 
law. 
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ARTICLES  OF  ASSOCIATION  FOR  COOPERATIVES  FORMED  UNDER 

ACT  OF  APRIL  80,  1929 

TO  THE  GOVERNOR  OF  THE  COMMONWEALTH  OF  PENNSYLVANIA: 

SIR: 

In  compliance  with  the  requirements  of  an  Act  of  the  General  Assembly 
of  the  Commonwealth,  entitled  "An  Act  to  provide  for  the  incorporation 
of  cooperative  agricultural  associations  having  capital  stock;  and_  defining 
agriculture  so  as  to  include  persons  engaged  in  agriculture,  dairying,  live- 
stock raising,  poultry  raising,  floriculture,  mushroom  growing,  beekeeping, 
horticulture  and  other  allied  occupations  and  providing  penalties,  ap- 
proved the  30th  day  of  April,  A.  D.  1929,  the  undersigned,  three  of  whom 
are  citizens  of  Pennsylvania,  having  associated  themselves  together  for 
the  purpose  hereinafter  specified,  and  desiring  that  they  may  be  incorpo- 
rated, and  that  letters  patent  may  issue  to  them  and  their  successors  ac- 
cording to  law,  do  hereby  certify: 

I.    The  name  of  the  proposed  association  is —   - 


II  The  class  of  service  to  be  performed  by  the  said  association  is  to 
engage  in  the  buying  and  selling  of  agricultural  products,  and  take  title 
to  such  products,  and,  as  agents  for  its  stockholders  or  any  of  them,  per- 
form for  them  services  connected  with  the  production,  preservation,  dry- 
ing grading,  canning,  storing,  handling,  utilization,  marketing,  or  sale  of 
agricultural  products  produced  by  them;  and  for  the  agricultural  Purposes 
of  such  stockholders,  may  perform  for  them  services  connected  with,  the 
purchase  or  hiring  for  or  use  by  them  of  supplies,  including  livestock, 
machinery,  and  equipment,  and  the  hiring  of  labor,  or  any  one  or  more  of 
the  kinds  of  service  herein  specified.  _  _ 

III  The  principal  place  where  its  business  is  to  be  transacted  is  m 

 -  Pennsylvania. 

IV.    The  term  for  which  said  corporation  is  to  exist  is  perpetually. 

V     The  capital  stock  of  the  association  shall  consist  of  $  > 

divided  into  shares  of  preferred  stock  of  the  par  value  of 

$  ,  per  share,  and  —   shares  of  common  stock  ot 

the  par  value  of  $  '  per  share. 

The  amount  of  capital  actually  paid  into  the  treasury  is   , 

which  is  not  less  than  ten  per  centum  of  the  capital  stock. 

The  names  and  post  ofiice  addresses  of  the  subscribers  and  the  number 
of  shares  subscribed  by  each  are  as  follows: 

Name  Residence  •   No.  of 

Shares 


VI     The  number  of  directors  of  said  association  is  fixed  at  

and  the  names  and  residences  of  the  directors  who  are  chosen  directors 
for  the  first  year  are  as  follows: 


Name 


Residence 
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The  name  and  residence  of  the  treasurer  chosen  for  the  first  year  is  as 
follows: 

Name  Residence 


VII.  This  association  is  formed  to  operate  upon  a  cooperative  basis 
for  the  mutual  benefit  of  the  members  (common  stockholders). 

Each  common  stockholder  of  this  association  shall  be  liable  in  his  in- 
dividual capacity  to  the  amount  of  stock  held  by  him  for  all  work  and 
labor  done  to  carry  on  the  operations  of  said  association,  but  beyond  this 
he  shall  not  be  liable  for  any  of  the  debts  of  the  association.  Preferred 
stockholders  shall  not  be  liable  for  any  of  the  debts  of  the  association. 
Signatures  of  Subscribers: 

.  (Seal)  (Seal) 

.  (Seal)   (Seal) 

.  —  — (Seal)   (Seal) 


ss: 


Commonwealth  of  Pennsylvania  ] 
County  of  ■  ■  j 

Before  me  a  in  and  for  the  county  aforesaid,  per- 

sonallv  came  the  above  named—  • 

who  in  due  form  of  law  acknowledged  the  foregoing  instrument  to  be  their 
act  and  deed  for  the  purposes  therein  specified. 

Witness  my  hand  and  Seal  of  office  the  day  of  A.  D.  19 — ■ 


(Seal)   

Commonwealth  of  Pennsylvania     |  ^g. 
County  of   ^ 

Personally  appeared  before  me,  this  day  of  A.  D.  19- 


who  being 


duly  sworn  according  to  law,  depose  and  say  that  the  statements  con- 
tained in  the  foregoing  instrument  are  true. 

Sworn  and  subscribed  to  before  me,  the 
day  and  j'ear  aforesaid. 


(Seal) 

SUGGESTED  FORIVr  OP  BY-LAAV  S  FOR  ASSOCLITIONS  FORMED 

UNDER  ACT  OF  1939 

BY  LAWS  OF  THE  —COOPERATIVE  ASSOCIATION" 

Formed  Under  the  Act  of  April  30,  1929,  P.  L.  885,  and  Having  its 
Principal  Place  of  business  at  ,  Pa. 

Article  I — Purposes  and  Powers 
Section  1.    The  purposes  and  powers  of  this  association  are  as  set  forth 
in  its  Articles  of  Incorporation. 

-.    Article  II — Capital  Stock 
Section  1.    Authorized  Capital  Stock — The  capital  stock  of  this  associa- 
tion is  $  consisting  of    shares  of  preferred  stock 

of  the  par  value  of  S  each  and  shares  of  common 

stock  of  the  par  value  of  $  each. 
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Section  2.  Prefen-ed  Stock — The  preferred  stock  shall  be  entitled  to 
a  six  per  cent  cumulative  annual  dividend  first  payable,  as  and  when  de- 
clared, out  of  any  net  earnings  of  the  association,  and  upon  any  dissolution 
of  distribution  shall  be  first  entitled  out  of  any  net  assets  to  redemption 
pro  rata  up  to  its  par  value,  plus  dividends  accrued  and  unpaid.  It  may 
be  redeemed  at  par,  plus  accrued  dividends,  upon  call  of  the  association 
upon  thirty  days  notice  to  the  holders  of  record.  It  shall  not  be  entitled 
to  vote. 

Section  3.  Common  Stock — The  common  stock  of  this  association  may 
be  purchased  or  held  only  by  patrons  of  the  association,  who  are  producers 
of  agricultural  products,  and  no  one  shareholder  may  own  more  than  five 
per  cent  of  the  outstanding  common  stock.  Each  common  stockholder 
shall  be  entitled  to  one  vote  only  and  no  voting  by  proxy  shall  be  per- 
mitted. No  common  stock  may  bo  transferred  to  another  holder  without 
written  consent  of  the  association,  and  the  association  shall  have  the 
option  of  redeeming  at  par  value,  plus  accrued  dividends,  the  common 
stock  of  any  patron  who  has  ceased  to  do  business  with  the  association 
for  a  period  of  tAvelve  months.  Dividends  on  common  stock,  if  earned, 
shall  not  exceed  six  per  cent  per  annum  and  shall  not  be  cumulative. 

Section  4.  Certificates  of  Stock — Certificates  of  stock  shall  be  issued 
to  each  holder  of  fully  paid  stock.  Each  certificate  shall  state  the  par 
value  of  the  stock,  the  number  of  shares  represented  and  the  name  of  the 
person  to  whom  issued  and  shall  bear  the  signature  of  the  president  and 
secretary  and  the  seal  of  the  association.  Each  certificate  shall  be  num- 
bered and  Issued  in  chronological  order. 

Each  common  stock  certificate  shall  bear  on  the  face  the  following 
statements: 

(1)  "This  certificate  No.  ■  ,  representing  shares 

of  common  stock,  numbers  is  issued  and  accepted  in  accord- 
ance with  and  subject  to  the  conditions  and  restrictions  stipulated  in  the 

by-laws  and  amendments  to  the  by-laws  of  the  —  ■ 

cooperative  association  of  .  • 

(2)  "Transfers  of  common  shares  shall  be  made  upon  the  books  of 
the  association  only  with  the  written  consent  of  the  board  of  directors  and 
when  the  stockholder  is  free  from  indebtedness  to  the  association." 

(3)  "No  common  stockholder  in  this  association  shall  be  entitled  to 
more  than  one  vote,  nor  hold  common  shares  in  excess  of  five  percentum 
of  the  outstanding  common  stock.  Every  stockholder  upon  uniting  with 
this  association  agrees  that  in  case  he  shall  desire  to  dispose  of  his  shares 
of  stock  in  the  association,  the  association  shall  have  the  first  right  to 
purchase  the  same  at  their,  par  value  and  that  no  offer  of  assignment  or 
sale  shall  be  made  without' the  written  consent  of  the  association.  If  the 
association  withholds  its  consent  to  such  sale,  then  the  association  shall 
redeem  such  stock  at  par  value  plus  accrued  dividends.  The  association 
shall  have  an  option  to  redeem  the  common  stock  at  par  value  plus  ac- 
crued dividends  when  the  owner  thereof  has  for  a  period  of  12  months 
done  no  business  with  the  association." 

(4)  "All  transfers  of  common  stock  shall  be  made  upon  the  books  of 
the  association  upon  surrender  of  fhe  certificates  covering  the  same  in 
person  by  the  holders  of  the  shares  or  by  their  legal  representative. 
However,  common  stock  can  only  be  transferred  when  the  stockholder  is 
free  from  indebtedness  to  the  association.  No  transfer  of  stock  shall  be 
made  within  ten  days  next  preceding  the  day  appointed  for  distribution  of 
net  earnings." 

Section  5.  TreasiuT  Stock — The  treasury  stock  of  this  association  shall 
consist  of  stock  of  the' association  that  may  be  purchased  or  otherwise  ac- 
quired by  it  and  shall  be  held  subject  to  action  of  the  board  of  directors. 
Such  stock  shall  not  share  in  the  apportionment  of  capital  stock  dividends, 
and  may  be  cancelled  at  the  discretion  of  the  board  of  directors. 

Section  6.  Covlificate  Record  and  Receipts — A  record  of  each  certifi- 
cate of  stock  issued  shall  be  kept  on  the  stub  thereof  and  each  common 
stock  certificate  shall  be  receipted  for  in  the  following  form:  "In  consider- 
ation of  the  issuance  to  me  of  certificate  of  common  stock  No.  

for  ■■ —  shares  of  the  capital  stock  of  the  
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cooperative   association   of  ■  ■ — ,   , 

I  do  hereby  agree  to  all  of  the  conditions,  restrictions,  limitations  and 
reservations  stipulated  in  the  by-laws  and  amendments  to  the  by-laws  of 
the  association,  and  more  especially  to  those  appearing  on  the  face  of  the 

common  stock  certificate,  which  I  have  received  this    dav  of 

 ,  19  . 


Witness  ." 

In  the  case  of  loss  or  destruction  of  certificate  of  stock,  another  may  be 
issued  in  its  place  upon  proof  of  such  loss  or  destruction  and  the  giving  of 
a  satisfactory  bond  of  indemnity  when  considered  advisable  by  the  board. 

Article  m — Membership 

Section  1.  Qualifications — Any  person,  firm,  partnership,  corporation, 
or  association,  including  both  landlords  and  tenants  in  share  tenancies, 
who  may  be  a  producer  of  any  of  the  farm  products  handled  by  the 
association  in  any  territory  tributary  to  the  shipping  points  of  this  associa- 
tion, may  become  a  member  of  this  association  upon  application  accepted 
by  the  board  of  directors,  by  agreeing  to  comply  with  the  requirements 
of  these  by-laws  and  by  purchasing  at  least  one  share  of  its  common 
stock,  and  by  meeting  any  other  reauirements  of  the  board  of  directors. 

Section  2.  Temunation  of  Membership — In  case  of  the  death  of  a 
member,  or  if  a  member  ceases  to  patronize  the  association  for  a  period 
of  twelve  months,  the  association  through  the  board  of  directors  may 
elect  to  purchase  his  share  or  shares  of  stock  and  terminate  his  member- 
ship upon  tender  to  him  or  his  heirs  or  legal  representatives  of  the  par 
value  of  his  shares  together  with  any  dividends  or  patronage  refunds  due 
and  unpaid  less  any  indebtedness  then  due  the  association.  When  a  mem- 
ber fails  to  comply  with  the  by-laws  and  other  regulations  or  require- 
ments, or  withdraws  from  the  association,  or  is  expelled  for  cause,  the  as- 
sociation may  elect  to  purchase  his  share  or  shares  of  stock  at  book  value 
or  par  value,  whichever  Is  less,  and  deduct  therefrom  any  indebtedness 
then  due  the  association. 

Section  3.  Restrictions — Xo  member  of  this  association  shall  be  en- 
titled to  more  than  one  vote,  regardless  of  the  number  of  shares  of  stock 
of  the  association  held  by  him.  nor  shall  any  member  of  the  association 
hold  common  shares  of  the  association  in  excess  of  five  percentum  of  the 
outstanding  common  stock.  If  any  member  shall  by  purchase  or  by  opera- 
tion of  law  come  into  possession  of  more  than  such  proportion  of  shares 
of  the  common  stock  of  this  association,  the  board  of  directors  may  elect 
to  purchase  such  excess  shares  upon  tender  to  him  of  the  par  value  thereof, 
together  with  any  dividends  or  refunds  due  and  unpaid,  less  any  indebted- 
ness due  from  him  or  the  prior  holder  of  the  shares. 

Article  TV — ^Meetings 

Section  1.  Fiscal  Year — The  Fiscal  year  of  this  association  shall  com- 
mence on  the  first  day  of    and  end  on   . 

Section  2.    Annual  fleeting — The  annual  meeting  of  the  members  of 

this  association  shall  be  held  at  on  the  last 

 in  of  each  year  at   

if  not  a  legal  holiday  but  if  a  legal  holiday,  on  the  next  business  day 
following. 

Section  3.  Si)ecial  Meetings — Special  meetings  of  the  members  of  this 
association  may  be  called  at  any  time  by  order  of  the  board  of  directors 
and  shall  be  called  at  that  time  upon  the  written  request  of  at  least  5  per- 
cent cf  the  members  provided  that  in  no  case  shall  the  required  number 
of  sigi:atures  to  such  a  request  bo  less  than  ten  (10).  The  request  shall 
state  the  time,  place  and  object  of  the  meeting. 

Secton  4.  Xotice  of  >[eetings — Written  or  printed  notice  of  meetings 
for  every  regular  and  special  meeting  of  stockholders  shall  be  prepared 
and  mailed  to  the  last  known  post  office  address  of  each  stockholder  not 
less  than  ten  days  before  such  m.eeting.  Such  notice  shall  state  the  object 
or  objects  of  and  the  time  and  place  of  meeting.  No  business  shall  be 
transacted  at  special  meetings  other  than  that  contained  in  the  call. 
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Section  5.    Absent  Members  Voting— Voting  by  proxy  shall  not  be  per- 
mitted. 

Section  6  Quorum — The  members  present  at  any  meeting,  duly 
noticed,  called  and  held,  shall  constitute  a  quorum  for  the  transaction  of 
business  at  any  meeting,  except  as  otherwise  provided. 

Section  7.  Order  of  Business — The  order  of  business  at  the  annual 
meeting  shall  be:  .     . .  .  -  ^  ... 

(1 )  Roll  call 

(2)  Proof  of  due  notice  of  meeting 

(3)  Reading  and  disposal  of  minutes 

-     ■    ;  (4)  Annual  reports  of  officers  and  committees 

(5)  Election  of  directors 

(6)  Unfinished  business 

(7)  New  business  •  . ' 

(8)  Adjournment 

Article  V — Directors  and  Officers 

Section  1  Directors — The  board  of  directors  of  this  association  shall 
consist  of  seven  members,  each  of  whom  shall  be  a  member  of  this  asso- 
ciation At  the  first  election  of  directors  to  succeed  the  incorporating 
directors,  the  members  shall  elect  two  directors  for  one  year,  two  directors 
for  two  years,  and  three  directors  for  three  years,  and  thereafter  each 
director  shall  be  elected  for  three  years.  Directors  shall  hold  office  until 
their  successors  have  been  elected  and  qualified  and  have  entered  upon 
the  discharge  of  their  duties. 

Section  2  Election  of  Officers— The  board  of  directors  shall  meet 
within  ten  (10)  days  after  the  first  election  and  within  ten  (10)  days 
after  each  annual  election,  and  shall  elect  by  ballot  from  among  them- 
selves a  president,  vice-president,  secretary,  and  a  treasurer  (or  a  sec- 
retary-treasurer), each  of  whom  shall  hold  office  until  the  election  and 
qualification  of  his  successor  unless  earlier  removed  by  death,  resignation 
or  for  cause. 

Section  3.  Vacancies— Any  vacancy  in  the  board  of  directors  other 
than  from  the  expiration  of  a  term  of  office,  shall  be  filled  until  the  next 
regular  or  special  meeting  of  the  stockholders  of  the  association  by  the 
remaining  members  of  the  board. 

Section  4  Quorum— A  majority  of  the  board  of  directors  shall  consti- 
tute a  quorum  at  any  meeting  of  the  board,  but  no  measure  voted  upon 
by  the  board  of  directors  shall  be  effective  unless  four  members  of  the 
board  vote  in  favor  thereof. 

Section  5  Compensation — The  compensation  of  the  directors  and  offi- 
cers may  be  fixed  at  any  annual  or  special  meeting  of  the  members  ot 
the  association. 

Section  6.  Removal— Any  director  of  the  association  may  be  removed 
from  office  for  cause,  by  vote  of  not  less  than  two-thirds  of  the  stock- 
holders present,  at  any  annual  or  at  any  special  meeting  called  for  the 
Durpose  The  director  shall  be  informed  in  writing  of  the  charges  pre- 
ferred against  him  at  least  ten  (10)  days  before  such  meeting  and  at 
.such  meeting  shall  have  an  opportunity  to  be  heard  in  person,  or  by 
counsel  and  bv  witnesses  in  answer  thereto.  Officers  or  agents  of  the 
board  of  directors  may  be  removed  from  office  or  employment  at  any 
time  by  action  of  the  board  of  directors. 

Article  VI — Duties  of  Directors 
Section  1 .  Management  of  Business— The  board  of  directors  shall  have 
general  supervision  and  control  of  the  business  and  the  affairs  of  the  as- 
sociation and  shall  make  all  necessary  rules  and  regulations  not  incon- 
sistent with  law  or  with  these  by-laws,  for  the  management  of  the  busi- 
ness and  the  guidance  of  the  officers,  employees,  and  agents  of  the  as- 
sociation and  they  shall  exercise  all  of  the  other  corporate  powers.  They 
shall  have  installed  an  accounting  system  which  shall  be  adequate  to  the 
requirements  of  the  business  and  which  shall  enable  the  association  and 
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the  members  at  all  times  to  know  the  condition  of  its  business,  and  of  its 
business  with  each  member. 

Section  2.  Employment  of  Manager — The  board  of  directors  shall  have 
power  to  employ  and  to  dismiss  a  business  manager,  and  such  other  em- 
ployees as  may  be  necessary  or  desirable,  and  fix  their  compensation. 
The  business  manager  shall  have  charge  of  the  business  of  the  associa- 
tion under  the  direction  of  the  board  of  directors. 

Section  3.  Bonds  and  Insurance — The  board  of  directors  shall  re- 
quire the  manager  and  all  other  officers,  agents  and  employees  charged 
by  the  association  with  responsibility  for  the  custody  of  any  of  its  funds 
or  property  to  give  adequate  bonds.  Such  bonds  shall  be  furnished  by  a 
responsible  bonding  company  and  approved  by  the  board  of  directors, 
and  the  cost  thereof  shall  be  paid  by  the  association.  The  board  of  di- 
rectors shall  provide  for  the  adequate  insurance  of  the  property  of  the 
association,  including  farm  products  and  property  of  all  kinds,  regardless 
of  ownership,  which  may  be  in  the  possession  of  the  association,  or  stored 
by  it,  and  in  addition  shall  provide  for  adequate  employer's  liability  in- 
surance for  all  employees. 

Section  4.  Meetings — The  board  of  directors  shall  meet  at  least  once 
every  month  at  the  principal  office  of  the  association  at  a  time  to  be 
set  by  the  board.  Special  meetings  'of  the  board  shall  be  held  upon  call 
of  the  president  or  upon  written  request  of  three  members  of  the  board. 

Section  5.  Axidits — At  least  once  in  each  year  the  board  of  directors 
shall  secure  the  services  of  a  competent  and  disinterested  public  auditor 
or  accountant,  who  shall  make  a  careful  audit  of  the  books  and  accounts 
of  the  association  and  render  a  report  in  writing  thereon,  which  report 
shall  be  submitted  to  the  members  of  the  association  at  their  annual  meet- 
ing. This  report  shall  include  at  least:  (1)  A  statement  of  services  ren- 
dered by  the  association;  (2)  a  balance  sheet  showing  the  true  assets 
and  liabilities  of  the  association;  ( 3 )  an  operating  statement  for  the  fiscal 
period  under  review  which  shall  show  the  cost  of,  and  income  from  sales 
and  the  gross  income  or  loss  from  each  of  the  commodities  handled  during 
the  period;  (4)  the  total  number  of  stockholders;  (5)  an  itemized  state- 
ment of  all  expenses  for  the  period  under  review;  (6)  a  statement  of 
weights  and  quantities  o.f  commodities  received  and  accounted  for,  show- 
ing overages  or  shortages  in  each  commodity  handled;  and  (7)  a  certi- 
flied  statement  of  inventories  to  be  obtained  in  the  manner  and  form  pre- 
scribed in  the  following  section. 

Section  6.  Taking  of  Inventory — The  board  of  directors  each  year  shall 
appoint  a  committee  of  not  less  than  three  of  its  members  whose  duty  it 
shall  be,  with  the  assistance  of  the  manager,  to  take  an  inventory  of  all 
property  of  the  association  within  fifteen  (15)  days  after  the  close  of  the 
fiscal  year.  The  results  of  such  inventory  shall  be  put  into  a  written  re- 
port properly  itemized  and  sworn  to  as  accurate  and  true  before  a  notary 
public  by  each  member  of  the  committee.  The  original  of  each  inven- 
tory report  shall  be  promptly  submitted  to  the  secretary  to  be  a  part  of 
the  permanent  records  of  the  association.  The  information  contained  in 
any  inventory  report  shall  be  available  to  any  auditor,  or  auditors,  en- 
gaged in  auditing  the  business  of  the  association. 

Article  VII — Duties  of  Officers 
Section  1.  Duties  of  President — The  president  shall  fl)  preside  over 
all  meetings  of  the  association  and  of  the  board  of  directors,  (2)  call  spe- 
cial meetings  of  the  association  and  of  the  board  of  directors,  (  3  )  perform 
all  acts  and  duties  usually  performed  by  an  executive  and  presiding  officer, 
and  (4)  sign  all  stock  certificates  and  such  other  papers  of  the  associa- 
tion as  he  may  be  authorized  or  directed  to  sign  by  the  board  of  directors, 
and  he  shall  perform  such  other  duties  as  may  be  prescribed  by  the  board 
of  directors. 

Section  2.  Duties  of  Vice-President — In  the  absence  or  disability  of  the 
President,  the  Vice-President  shall  perform  the  duties  of  the  President; 
provided,  however,  that  in  case  of  death,  resignation  or  disability  of  the 
President,  the  board  of  directors  may  declare  the  office  vacant  and  elect 
his  successor. 
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Section  3.  Duties  of  Secretary — The  Secretary  shall  keep  a  complete 
record  of  all  meetings  of  the  association  and  of  the  board  of  directors, 
and  shall  have  general  charge  of  the  books  and  records  of  the  association. 
He  shall  sign  all  stock  certificates  wth  the  President,  and  such  other 
papers  pertaining  to  the  association  as  he  may  be  authorized  or  directed 
to  do  by  -the  board  of  directors.  He  shall  serve  all  notices  required  by 
law  and  by  these  by-laws,  and  shall  make  a  full  report  of  all  matters  and 
business  pertaining  to  his  office  to  the  stockholders  at  the  annual  meeting. 
He  shall  make  out  all  reports  required  by  law  and  shall  perform  such 
other  duties  as  may  be  required  of  him  by  the  association  or  board  of 
directors.  Upon  the  election  of  his  successor,  the  Secretary  shall  turn 
over  to  him  all  books  and  other  property  belonging  to  the  association 
that  he  may  have  in  his  possession. 

Section  4.  Treasurer — The  Treasurer  shall  have  custody  of  all  money 
belonging  to  the  association  and  shall  keep  a  full  and  complete  record  of 
all  receipts  and  disbursements  thereof,  except  such  receipts  and  disburse- 
ments as  the  Manager  may  make  In  the  conduct  of  the  business  as  author- 
ized by  the  board  of  directors.  The  Treasurer  shall  pay  out  no  money 
except  on  the  order  of  the  President  and  Secretary.  He  shall  make  a  re- 
port of  the  financial  condition  of  the  association  at  its  annual  meeting  and 
at  such  other  times  as  the  board  of  directors  may  require.  Upon  the 
election  of  his  successor,  the  Treasurer  shall  turn  over  to  him  all  money, 
books  and  other  property  belonging  to  the  association  that  he  may  have 
in  his  possession.  The  Treasurer  shall  perform  such  other  duties  as  he 
may  be  authorized  to  perform  by  the  board  of  directors.  The  Treasurer 
shall  be  required  to  execute  a  bond,  to  be  paid  by  the  association,  to  pro- 
tect the  association  from  losses  occasioned  by  him. 

Article  VIII — Duties  of  the  Manager 

Section  1.  Duties  of  the  Manager — Under  the  direction  of  the  Board 
of  Directors,  the  Manager  shall  employ  and  discharge  all  employees, 
agents  and  laborers.  He  shall  secure  information  as  to  crop  and  market 
conditions  and  furnish  the  same  to  the  stockholders  on  request.  He  shall 
encourage  the  production  of  the  best  varieties  of  products  demanded  by 
the  trade.  He  shall  have  charge  of  the  grading,  packing  and  inspection  of 
all  products  handled  by  the  association,  and  shall  have  control  of  the 
brands  and  labels  and  their  use  on  such  products,  in  accordance  with  the 
rules  of  the  association.  Subject  to  the  terms  of  the  contracts  made  by 
the  members  with  the  association  for  the  marketing  of  their  products, 
the  order  of  the  board  of  directors,  and  the  by-laws  and  the  rules  of  the 
association,  the  manager  shall  have  entire  charge  of  the  sale  and  market- 
ing of  such  products.  The  Manager,  under  the  direction  of  the  board  of 
directors,  shall  also  have  entire  charge  of  the  purchase  and  sale  of  farm 
supplies. 

Article  IX — Kights  of  Members  (Common  Stockholders) 

Section*  1.  Grievances — Any  common  stockholder  having  a  grievance 
or  complaint  against  the  association,  may  appeal  to  the  board  of  directors 
or  to  the  common  stockholders  at  any  regular  meeting.  No  member  shall 
be  suspended,  expelled  or  deprived  of  the  benefits  of  the  association  with- 
out having  charges  preferred  against  him,  reasonable  notice  thereof  hav- 
ing been  given  and  a  hearing  had  before  the  boaj-d  of  directors  and  com- 
mon stockholders  at  a  regular  meeting. 

Section  2.  Delivery  of  Products — No  stockholder  shall  sell  any  product 
which  he  has  contracted  to  sell  through  the  association  to  an  outside 
party  except  products  offered  to  and  rejected  by  the  association.  Each 
stockholder  shall  have  the  right  to  withdraw,  and  thereby  cease  delivery 
of  his  products  provided  he  has  conformed  to  the  procedure  for  with- 
drawal as  outlined  in  the  marketing  contract. 

Section  3.  Packing  and  Grading — Every  stockholder  shall  pack  and 
grade  his  products  according  to  directions  outlined  by  the  association  and 
subject  to  the  'inspection  of  an  association  inspector. 
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Section  4.  Marks  and  Labels — Bach  stockholder  shall  mark  his  pack- 
age according  to  the  directions  of  the  association  and  shall  use  only  the 
labels  furnished  by  the  association. 

Article  X — Indebtedness,  Liability  of  Common  Stockholders   

Section  1.  Liability  of  Common  Stockholders — Each  common  stock- 
holder of  this  association  shall  be  liable  in  his  individual  capacity  to  the 
amount  of  stock  held  by  him  for  all  work  and  labor  done  to  carry  on  the 
operations  of  this  association.  The  terms  "work"  "labor"  as  used  herein 
shall  mean  only  such  obligations  incurred  by  the  association  for  salary 
and  wages  for  actual  services  performed  by  individuals. 

Article  XI — Distribution  of  Income 

Section  1.  Method  of  Distribution — At  the  end  of  each  fiscal  year,  the 
board  of  directors,  after  paying  the  expenses  of  the  association  for  oper- 
ation and  otherwise  and  after  setting  aside  a  reserve  for  depreciation  in 
an  amount  not  less  than  5%  of  the  original  value  of  all  buildings,  and 
10%  of  the  orieinal  value  of  all  machinery,  office  fixtures  and  equipment, 
and  after  providing  for  payments  on  interest  or  principal  of  long  time 
obligations  or  amortized  debts  of  the  association  incurred  in  the  conduct 
of  the  business,  and  after  having  provided  for  the  purchase  of  necessary 
supplies  and  equipment,  shall  apportion  the  net  income  in  so  far  as  funds 
are  available,  in  the  following  order  and  manner: 

(1)  By  setting  aside  not  less  than  10%  of  the  total  net  earnings  an- 
nually for  a  reserve  fund  until  the  reserve  fund  shall  equal  at  least  30% 
of  the  pa'id  up  capital  stock. 

(2)  By  paying  not  to  exceed  6%  interest  on  preferred  stock  to- 
gether with  accrued  accumulations  thereon. 

(3)  By  paying  not  to  exce'ed  6%  interest  on  the  common  stock. 

(4)  By  setting  a«^ide  an  amount  not  less  than  one  or  m-^re  than  5% 
of  the  net  income  as  a  reserve  to  be  expended  for  furthering  the  best  prac- 
tices of  agricultural  production  and  marketing  and  for  advancing  the  in- 
terest of  the  association  generally. 

(5)  The  balance  of  such  net  inccme  shall  be  apportioned  between  all 
patrons  of  the  association  in  accordance  with  the  methods  stipulated  in 
the  following  sections: 

Section  2.  PatronRW  Dividends — Patronage  dividends  shall  be  paid  in 
cash  to  all  patrons  rf  the  association  in  proportion  to  the  amounts  of 
their  business,  except  that  in  the  case  of  a  patron  who  is  eligible  for  mem- 
bership in  the  association,  and  who  is  not  the  owner  of  at  least  one 
share  of  the  common  stock  of  the  association,  patronage  refunds  shall  be 
credited  to  the  account  to  such  patron  until  the  account  shall  equal  the 
par  value  of  a  share  of  common  stock,  whereupon  the  association  shall 
issue  and  deliver  to  him  a  share  of  common  stock  of  the  association. 
The  amount  of  patronage  dividend  which  is  paid  to  stockholder  patrons 
shall  be  twice  the  amount  of  that  paid  to  patrons  who  are  not  stockholders. 
If,  after  the  payment  of  operating  expenses  and  interest  on  capital  stock 
and  the  setting  aside  of  reserves  for  necessary  purposes,  it  is  found  pos- 
sible to  declare  a  partonage  dividend,  but  if  the  financial  condition  of 
the  association  does  ^not  warrant  immediate  payment  to  be  made,  the 
actual  payment  of  such  patronage  dividends  may  be  deferred  by  the 
board  of  directors  until  sufficient  funds  have  been  accumulated  without 
borrowing  to  permit  full  payment  in  cash.  The  amount  of  patronage 
dividends,  except  as  otherwise  noted  in  this  section,  is  to  be  determined  in 
the  following  manner: 

(1)  Fa'm  Products  Rate — The  total  net  income  from  the  sale  of  farm 
products  after  deducting  an  equitable  proportion  of  all  expenses  and  an 
equitable  proportion  of  the  appropriation  provided  for  in  Section  1. 
above,  shall  be  divided  among  the  farm  products  patrons  upon  the  basis 
of  the  dollar  value  of  sales  of  each  kind  of  nroduct  by  each  patron,  or 
in  such  other  equitable  manner  as  may  be  determined  upon  by  the  board 
of  directors. 

(2)  Supply  Rate — The  total  net  income  accruing  from  the  handling 
of  merchandise  and  supplies  and  from  other  miscellaneous  sources  after 
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deducting  an  equitable  proportion  of  all  expenses  and  an  equitable  pro- 
portion of  the  appropriation  provided  for  in  Section  1,  above,  shall  be 
divided  upon  the  basis  of  the  dollar  value  of  sales  to  each  patron,  or  m 
such  other  equitable  manner  as  may  be  determined  upon  by  the  board  of 
directors. 

Section  3  Application  ot  Dividends  to  Indebtedness — Any  part  or  the 
whole  of  the  interest  on  capital  stock  or  patronage  refunds  apportioned 
to  any  patron  may  be  credited,  at  the  discretion  of  the  board  of  direc- 
tors to  the  indebtedness,  should  any  exist,  of  the  patron  to  the  associa- 
tion' and  in  such  case  the  patron  shall  be  notified  in  writing  of  the 
amount  so  applied. 

Article  XII — Miscellaneous  Provisions 

Section  1  Credit — The  business  of  this  association  shall  be  conducted, 
so  far  as  possible,  on  a  cash  basis  in  accordance  with  instructions  from 
the  board  of  directors.  At  the  regular  meetings  of  the  board  of  directors 
a  list  of  the  open  book  accounts,  showing  the  amount  and  age  of  each 
account,  shall  be  submitted  by  the  Manager;  these  shall  be  examined  by 
the  board  and  the  Manag(5r  shall  be  instructed  as  to  the  terms  of  further 
extension  of  credit  to  patrons.  All  accounts  due  and  unpaid  shall,  at  the 
end  of  sixty  (60)  days  from  the  date  of  sale,  bear  interest  at  the  current 
bank  rate  and  all  sales  tickets  shall  so  state. 

Section  2.  Collective  Buying — All  merchandise  purchased  through  the 
association,  other  than  that  regularly  carried  in  stock,  shall  be  paid  for 
in  cash  by  the  common  stockholders  ordering  such  supplies  at  the  time  ot 
ordering  the  same. 

Section  3.  Borrowing  IMoney — The  board  of  directors  may  borrow 
money  necessary  to  conduct  the  operations  of  the  association  and  issue 
notes',  bonds  and  other  evidences  of  indebtedness  therefor,  and  give  se- 
curity in  the  form  of  mortgage  or  otherwise  for  the  payment  thereof. 

Section  4.  Corporate  Seal — The  corporate  seal  of  this  corporation  shall 
consist  of  two  concentric  circles  between  which  shall  be  the  name  of  the 
corporation  and  the  words  "Incorporated  19  ,  Commonwealth  of  Penn- 
sylvania" and  in  the  center  shall  be  inscribed  the  words  "corporate  seal, 
and  such  seal  as  impressed  on  the  'margin  hereof  is  hereby  adopted  as 
the  corporate  seal  of  this  association. 

Section  5  By-Laws  Printed — After  adoption,  these  by-laws,  preceded 
by  the  Articles'  of  Incorporation,  shall  be  printed  in  pamphlet  form 
and  copy  thereof  shall  be  delivered  to  each  stockholder  and  to  each 
person  who  may  later  acquire  one  or  more  shares  of  the  capital  stock 
of  the  association  hereafter  as  shown  on  the  books  of  record. 

Section  6  Amendment  of  By-Laws — These  By-Laws  may  be  repealed 
or  amended  at  any  regular  meeting  of  the  association;  or  at  any  special 
meeting  of  the  association  called  for  that  purpose. 

Section  7  Dissolution — In  the  event  of  the  dissolution  of  this  associa- 
tion each  common  stockholder  shall  share  in  the  assets  of  the  associa- 
tion' remaining  after  all  liabilities  and  the  costs  of  dissolution  have  been 
paid  in  the  ratio  which  the  number  of  shares  of  common  stock  owned 
by  him,  bears  to  the  total  number  of  shares  of  common  stock  outstanding 
at  the  time  of  dissolution. 

SAMPLE  FORMS  OF  MARKETUNG  CONTRACTS 
Producer's  Contract  (Agency  Contract) 


1.    The  following  agreement  is  hereby  made  between  the 


  Association,  an  agricultural  cooperative  cor- 
poration of  .  —  7^°^''^^; 

Pennsylvania,    hereinafter    called    the   association,    and    the  undersigned 

 producer,  hereinafter  called  the  Producer, 

the  promises  of  each  party  being  in  consideration  of  the  promises  of  the 
other. 

2  The  producer  herebv  appoints  the  association  as  his  sole  ana  ex- 
clusive agent  to  market  and  sell  all  milk  and  dairy  products  produced 
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by  or  for  him,  whether  as  landlord,  owner  or  tenant  and  agrees  that  the 
association  may  mingle  and  pool  such  milk  or  dairy  products  with  other 
products  of  like  grade  and  quality  as  determined  by  the  board  of  direc- 
tors and  so  co-mingled  or  otherwise  may  do  anything  necessary  or  proper 
in  the  processing,  manufacturing,  storing,  preserving,  handling,  market- 
ing, financing  or  selling  of  such  milk  or  dairy  products,  and  may  pledge 
or  otherwise  encumber  the  same  or  evidences  of  title  thereto  in  its  own 
name  or  for  its  own  debts  or  otherwise;  and  like  power  and  authority 
shall  be  possessed  by  any  central  agency  through  which  this  association 
may  perform  any  of  the  functions  required  or  permitted  tio  be  done  by 
it  under  this  agreement. 

3.  The  Producer  agrees  that  he  will  deliver  to  the  association  all  of 
the  milk  and  dairy  products  produced  by  or  for  him,  except  as  herein- 
after provided,  at  such  times  and  in  such  manner  as  directed  by  the  As- 
sociation at  its  milk  plant  at  ■  ,  Pennsylvania; 

that  his  milk  will  be  of  such  butterfat  test  and  quality  as  required  by 
the  rules  and  regulations  of  the  Association;  and  that  his  milk  will  be 
produced  under  such  sanitary  and  hygienic  standards  as  required  by  the 
association  and  local  and  state  Boards  of  Health. 

4.  The  Producer  agrees  that  if  he,  at  any  time,  refuses  or  fails  to  de- 
liver to  the  Association  any  of  such  products,  that  such  non-delivery  shall 
be  a  breach  of  this  contract  and  that  the  Association  shall  be  entitled  to 
liquidated  damages  to  the  amount  of  5  cents  per  gallon  for  all  milk  and 
25%  of  the  market  value  of  all  other  dairy  products  not  so  delivered,  for 
each  day  that  such  breach  continues;  and  that  said  damages  may  be  de- 
ducted from  any  money  due  from  the  Association  to  the  Producer. 

5.  The  Producer  agrees  that,  in  the  event  of  a  breach  or  threatened 
breach  by  him  of  any  provision  of  this  contract,  the  Association  shall  be 
entitled  to  an  injunction  to  prevent  breach  or  further  breach  hereof  and 
to  a  decree  for  specific  performance  hereof. 

6.  If  the  Association  brings  any  action  whatsoever  by  reason  of  a 
breach  or  threatened  breach  hereof,  the  Producer  shall  pay  all  costs  of 
court,  cost  for  bonds  and  otherwise,  expenses  of  travel  and  all  expenses 
arising  out  of  or  caused  by  the  litigation,  and  reasonable  attorney  fees 
expended  or  incurred  by  it  in  such  proceedings  and  all  such  costs  and  ex- 
penses shall  be  included  in  the  judgment. 

7.  The  Association  agrees  to  collect  the  proceeds  of  all  sales  of  any 
lots  or  pools  made  by  it,  and  to  remit  to  the  producer  his  net  propor- 
tionate share  of  the  same,  less  deductions,  as  payment  in  full  for  the 
products  delivered  by  him  in  such  pools. 

8.  The  parties  agree  that  the  Association  shall  deduct  from  the  pro- 
ceeds of  sale,  a  uniform  percentage,  to  be  determined  by  the  board  of  di- 
rectors, for  covering  operating  expenses,  interest,  depreciation,  repairs  and 
betterments,  overhead  charges  and  all  other  reasonable  expenses  and  costs 
of  Operation,  and  an  amount  sufficient  to  create  such  reserves  and  other 
funds  as  the  board  of  directors  may  deem  necessary  or  proper  to  accord 
with  sound  business  principles. 

9.  The  parties  agree  that  in  the  discretion  of  the  board  of  directors  of 
the  Association,  an  amount,  in  addition  to  the  aforesaid  uniform  deduc- 
tion, not  to  exceed  cents  per  hundred  pounds  for  milk,  and 

 %   for  other  products,  may  be  retained  out  of  the  proceeds 

of  sale  for  the  purpose  of  providing  funds  for  the  Association,  and  that 
for  this  amount  the  Association  shall  issue  to  the  Producer  (Preferred 
Stock  or  Certificates  of  Indebtedness)  bearing  interest  at  the  rate  of  6% 
per  annum.  These  funds  may  be  used  to  retire  loans,  to  make  permanent 
improvements,  to  purchase  equipment,  and  provide  working  capital  and 
for  other  capital  uses  and  purposes  of  the  Association. 

10.  The  parties  agree  that  the  butterfat  test  of  the  Producer's  milk 
shall  be  made  at  least  four  times  during  each  half-month;  that  the  aver- 
age of  these  tests  shall  serve  as  the  basis  for  determining  the  value  per 
gallon  of  milk  delivered  by  him  during  that  period;  and  that  the  As- 
sociation's testing  shall  be  conclusive. 

11.  The  Association  agrees  to  use  diligence  in  care  and  handling  of, 
and  in  securing  the  best  prices  obtainable  for  all  products  delivered  to 
it,  and  agrees  to  distribute  to  the  Producer  as  payment  in  full  for  the 
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same,  the  net  proceeds  from  the  sale  of  such  products  less  authorized 
deductions;  such  sales  to  be  made  in  such  lots  or  pools  as  it^ shall  fix  and 
determine  For  all  milk  or  da'iry  products  sold  for  the  Producer  'during 
the  first  15  days  of  every  month,  the  Association  agrees  to  make  pay- 
ment on  or  before  the  2  5th  day  of  each  month  and  for  all  milk  or  dairy 
products  sold  for  the  Producer  from  the  16th  day  to  the  end  of  the 
month  inclusive,  the  Association  agrees  to  make  payment  on  or  before 
the  10th  day  of  the  month  next  succeeding. 

12  The  parties  agree  that  the  Producer  shall  have  the  right  to  give 
away  or  retain  for  his  own  use  such  of  his  milk  as  he  may  wish,  but 
the  Producer  shall  not  sell  any  milk  to  any  outside  party,  except  such 
milk  as  has  been  offered  to  the  Association,  as  herein  provided,  and  re- 
jected by  it. 

13  The  Producer  hereby  subscribes  for  and  purchases  snares 

of  common  stock  (or  Certificates  of  Indebtedness)  to  the  value  of  $ —  

in  the  Association  and  agrees  to  pay  therefor  as  follows:  (a)  m  cash  or 
(b)  by  having  any  patronage  dividends  accruing  on  his  business  with 
the  Association  applied  thereto,  but  in  any  event  the  Producer  agrees 
to  pay  for  the  same  within  three  years,  and  if  at  the  end  of  such  period 
the  Producer  shall  have  failed  upon  demand  to  pay  for  same,  the  Associa- 
tion may  cancel  the  credits  on  account  thereof  and  return  the  same  to 
its  reserves. 

14.  This  agreement  shall  be  in  effect  and  full  force  continuously 
hereafter,  unless  terminated  by  notice  of  either  party  to  the  other,  be- 
tween the  first  and  twenty-eighth  day  of  February,  both  inclusive  of 
any  year  which  notice  shall  be  in  writing  and  said  termination  shall 
become  effective  on  the  first  day  of  April  next  ensuing.  Such  termination 
of  contract  shall  not  affect  any  'incompleted  sales  or  transactions  between 
the  parties  hereto,  nor  release  either  party  from  any  indebtedness  due 
the  other. 

In  Witness  Whereof,  the  parties  have  hereunto  signed  their  names  and 

affixed  their  seals,  in  duplicate,  this  day  of  A.  D.  19  • 

In  presence  of:   Association 

 :   By  President 


-Producer 


Crop  Contract  (Contract  of  Sale) 


1.    The  follow'ing  agreement  is  hereby  made  between  the- 


-Association,  an  agricultural  cooperative  cor- 
poration of  ,  —County,  Pennsylvania, 

hereinafter  called  the  Association,  and  the  undersigned  ; — 

grower,  hereinafter  called  the  Grower,  the  promises  of  each  party  being 
in  consideration  of  the  promises  of  the  other. 

2.    The  Association  buys  and  the  Grower  sells  and  agrees  to  deliver 

to  the  Association  all  (except  as  hereinafter  provided) 

produced  by  or  for  him  hereafter,  or  acquired  by  him  as  landlord  or 

tenant  or  lessor.    An  absolute  title  to  all  such  shall 

pass  to  the  Association  as  soon  as  the  same  has  a  potential  existence, 
but  it  shall  be  at  the  risk  of  the  Grower  until  delivered.    Any  and  all 

sales  outside  of  the  Association  of  any  grown  on 

any  land  over  which  the  Grower  has  any  dominion  or  control  whatever, 
either  as  owner  or  as  tenant  shall,  to  the  extent  of  his  interest  in  said 
land  either  as  owner  or  as  tenant,  be  construed  to  be  evasions  of  this 
contract  and  breaches  thereof.    The  Grower  agrees  that  he  will  produce 

and  prepare  such  for  delivery  in  accordance  with  the 

reasonable  rules  and  regulations  of  the  Association  and  will  deliver  the 

■  at  the  time  and  place  and  in  the  manner  directed 

by  the  Association.  It  is  agreed  that  the  association  may  sell,  market 
or  handle  all  of  such  products  through  any  central  agency  for  the  market- 
ing of  the  same,  and  in  its  absolute  discretion  may  grade,  po;ol  or  com- 
mingle such  products  with  other  products  of  like  grade  and  quality  as 
determined  by  it,  and  so  commingled,  or  otherwise,  may  borrow  money 
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on  the  security  of  such  products  and  may  sell  or  pledge,  for  its  own  ac- 
count or  as  security  for  its  own  debts  or  otherwise,  any  or  all  of  such 
products  or  any  documents  or  evidences  of  title  thereto,  and  like  power 
and  authority  shall  be  held  by  the  central  agency  above  referred  to. 

3.  The  Grower  agrees  that  in  the  event  that  he  breaches  this  con- 
tract, he  will  pay  to  the  Association  as  liquidated  damages  25%  of  the 

value  of  the   not  delivered  by  him  according  to 

the  provisio-ns  hereof;  and  the  Association  shall  have  a  lien  on  any 
products  or  money  in  its  hands  belonging  to  the  Producer,  for  any  debts 
or  obligations  due  from  the  Producer. 

4.  The  Grower  agrees  that,  in  the  event  of  a  breach  or  threatened 
breach  by  him  of  any  provision  of  this  contract,  the  Association  shall  be 
entitled  to  an  injunction  to  prevent  breach  or  further  breach  hereof  and 
to  a  decree  for  specific  performance  hereof. 

5.  If  the  Association  brings  any  action  whatsoever  by  reason  of  a 
breach  or  threatened  breach  hereof,  the  Grower  shall  pay  all  costs  of 
court  cost  for  bonds  and  otherwise,  expenses  of  travel  and  all  expenses 
arising  out  of  or  causes  by  the  litigation,  and  reasonable  attorney  fees 
expended  or  incurred  by  it  in  such  proceedings  and  all  such  costs  and 
expenses  shall  be  included  in  the  judgment. 

6.  The  parties  agree  that  the  purchase  price  which  shall  be  paid  for 

tliQ—  shall  be  the  average  price  which  the  Association 

receives  upon  resale  minus  a  uniform  charge  on  all —  ■  — 

of  the  same  grade  and  variety  or  of  the  same  classification,  to  cover  the 
cost  of  maintaining  and  operating  the  Association;  the  average  price  to 

be  based  upon  the  Association's  total  receipts  from  the  sale  of  - 

of  the  season's  crop  which  is  of  the  same  grade  and  variety;  the  amount 
of  the  uniform  charge  and  the  elements  to  be  included  therein  to  be 
conclusively  determined  by  the  board  of  directors  of  the  Association  and 
the  uniform  charge  may  include  a  sufficient  amount  to  create  such  re- 
serves as  the  board  of  directors  may  deem  necessary  to  accord  with  sound 
business  principles. 

7  The  Association  mav  make  such  advances  to  the  Grower  as  it  shall 
deem  advisable  and  it  will  make  such  partial  payments  from  time  to 
time  as  under  market  conditions,  sales  and  collections,  to  it  shall  seem 
proper  and  advisable.  All  members  shall  receive  the  same  average  price 
for  products  of  like  grade  and  quality  delivered  to  the  Association  dur- 
ing any  one  year.  The  Association  agrees  to  make  full  settlement  for 
all  products  sold  by  it  at  least  once  each  year. 

8  The  parties  agree  that  the  Association  may  pool  or  mingle  any 

or  all  of  the  ^of  like  grade  and  variety  delivered  to  it, 

and  that  the  Association's  grading  and  classification  shall  be  conclusive. 

9.    The  parties  agree  that  in  the  discretion  of  the  board  of  directors 

of  the  Association,  an  amount  not  to  exceed  cents  per-   — 

may  be  retained  out  of  the  resale  price  for  the  purpose  of  providing  funds 
for  the  Association,  and  that  for  this  amount  the  Association  shall  issue 
to  the  Grower  (Preferred  Stock  or  Certificates  of  Indebtedness)  bear- 
ing interest  at  a  rate  not  greater  than  6  %  per  annum.  This  fund  may 
be  used  to  retire  loans,  to  make  permanent  improvements,  to  purchase 
equipment,  and  to  provide  working  capital  and  for  other  capital  uses 
and  purposes  of  the  Association. 

10  The  parties  agree  that  the  requirements  contained  in  this  con- 
tract shall  not  affect  the  right  of  the  Grower  to  retain  sufficient—  — 

for  his  personal  use  or  for  seed  to  be  used  by  himself  or  for  seed  to  be 
sold  to  other  local  Growers,  but  the  Grower  agrees  t(o  report  to  the 

manager  of  the  Association,  on  request,  the  amount  of  thus 

sold  for  seed  and  the  names  and  addresses  of  the  buyers  thereof. 

11  The  Grower  hereby  subscribes  for  and  purchases  

shares  of  common  stock  (or  certificates  of  indebtedness)  to  the  value  of 

•  »   of  the  Association  and  agrees  to  pay  therefor  as  fol- 
lows- (a)  in  cash  or  (b)  by  having  any  patronage  dividends  accruing 
on  his  business  with  the  Association  applied  thereto;  but  if  after  three 
years  such  dividends  shall  not  equal  the  par  value  thereof,  then  the  As- 
sociation may  cancel  such  credit  and  return  the  same  to  reserves  unless 
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within  30  days  after  demand  the  Grower  pays  for  the  halance  of  such 
subscription  and  purchase  in  cash. 

12  This  agreement  shall  run  continuously,  unless  terminated  by 
notice  of  either  party  to  the  other,  between  the  first  and  thirtieth  days 

of  ,  both  inclusive,  of  any  year,  which  notice  shall  be  in 

writing,  and  said  termination  shall  become  effective  on  the  first  day  of 

^   next  ensuing.     Such  termination  of  contract  shall  not 

affect  any  incompleted  sales  or  transactions  between  the  parties  hereto, 
nor  release  either  party  from  any  indebtedness  due  the  other. 

In  Witness  Whereof,  the  parties  have  hereunto  signed  their  names  and 

a.mxed  their  seals,  in  duplicate,  this  day  of  A.  D.  19  . 

In  presence  of.   Association 

 .    By  President 


